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ARCHER, BUL.MAHN o Co. 
C£ATI,.IE.r:) PURI..IC ACC:OUHTANT!S 

Tb ~;e Board of Directors 
Angeles Chemiclll co., Inc. 

We have compiled the acCOiliJ.l!lnying balance sheet of Angeles Chemical Co., Inc. 
as of April 30, 1987 and the related statement of income and changes in financial 
position for the quarter and year then ended, in accordance with standards 
established ~ the American Institute of Certified Public Accountants. 

A compilation is limited to presenting in the form of financial statements 
information that is the representation of management. We have not audited or 
performed a review service on the accompanying financial statements, and 
accordingly, do not express an opinion or any other form of assurance on them. 

Management has elected to omit substantially all of the disclosures required by 
Generally Accepted Accounting Principles. If the omitted disclosures were included 
in the financial statements, they might influence the user's conclusions about the 
company's finandial position. Accordingly, these financial statements are not 
designed for those who are not informed about such matters. 

August 18, 1987 
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CURRENT ASSETS 
Cash. 

Ami!U:S CllEMIOO. 00.. INC. 
BALANCE: SHEET 

{Unaudited) 
APJUL 30. 1987 

ASSETS 

Accounts Receivable (net of tU.lCWlmce 
for ooubtful accounts of $21, 897) 

Inventories, at cost 
Prepaid expenses 

Total current assets 

FIXED ASSETS 
Property, plant and li!Qlliprent (net of 
accumulated depreciation of $868,342) 

Construction in progress 
TottU. fixed assets 

O'l'HER ASSETS 
Deposits 

Total assets 

CURRENT LIABILITIES 
Accounts pay.W.e, trade 
Accrued expenses 
Deposits 

LIABILITIES AND CAPITAL 

Note payable (Bortz Oil) - current 
maturity 

Total current liabilities 

ID~ TERM LIABILITY 
Note payable (Bortz Oil) 

CAPITAL 
capital stock ($ .10 par value, 1,000,000 
shares authorized, 54065 shares issued 
and outstanding 

Paid in capital in excess of p:u: 
Retained earnings 

Total capital 

Total liabilities anJcapital 

See accountant's compilation report. 

ARCHER. 8UL .. AHN & CO. 
tl:l:lt'IU'I41:D .-u111t.1te &CCGUifTAii'U 

$ 202,302 

1,322,518 
794,309 
206.649 

692,882 
39.765 

$ 608,975 
68,025 

1!18, 088 

U!l,2!19 

5,406 
105,724 

2,010.91§ 

$ 2,525,778 

732,647 

$ 3,266,369 

$ 1,068,377 

75,888 

2.122.lQ4 

$ 3,266,369 
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SI\LES 
LESS : OJST OF SALES 

Gross profit 

OPERATIN:; EXPENSES 
Salaries and wages 
Selling and promotion 
Shipping 
lnsurance 
Repairs and maintenance 
Manufacturing 
Depreciation 
Rent 

AN:;ELES OiEMICAL OJ., INC. 
$TM'EI'IENT OF INCOME 

(tlnaudited) 
mAR E:NIED APRIL Jo, 19 rn 

Employee benifit programs 
Business taxes and licenses 
General and administrative 
Utilities and telephone 
Professional services 
Bad debts 

TOtal operating expenses 

Operating Income 

OTHER l'Na:lME 
Interest and dividends 
Discounts 
Demurrage 
Miscellaneous income 

OTHER EXPENSE 
Inter; est 
Consulting/covenant 
Loss on sale of assets 
Acquisition/start-up expense 

Net income before taxes 

Provision for Income taxes 

Net Income 

See accountant's CClllpilation report. 
ARCHER, IIULMA ... N & CO. 

822,015 
432,458 
247,754 
188,128 
181,892 
160,620 
156,892 
112,000 

88,541 
88,249 
59,938 
40,999 
34,166 
:z6.;m 

39,167 
6,509 
2,684 

24,887 

19,172 
57,500 
4,404 
7.044 

$10,520 t 881 
7.186.708 
2,734,179 

$ 

2.639.922 

94,207 

73,247 

C Bll,l2Ql 

79,334 

!1;2,340) 

66,994 
====~ 
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AN:ll:LES OiEMICAL CO., INC. 
STATEMENT OF <l!ANOES IN F!Nl\NCIJ\L POSITION 

(Unaudited) 

SOORCES OF OORKIN:i CAPITAL 
Net income 

YEAR ENDED APRIL 30, 19fi7 

Item not requiring working capital: 
Depreciation 

Working capital provided by operations 

O'lHER saJRa:S OF WDRKIN:; CAPITAL 
Increase in long term debt 
Sale of assets 
Increase in deposits 

Total sources of working capital 

USE OF WORK!Ni cAPITAL 
Purchase of assets 

Decrease in working capital 

O!AN:iES IN 1\URKIN:i CAPITAL - !NCREA';E OR (DEQIEASE) 
Cash 
Accounts receivable 
Inventories 
Prepaid expenses 
Accounts payable 
Accrued expenses 
Income taxes payable 
Deposits 
Note payable 

See accountant's calllilation report. 
A~CHER. DULMA ... N 6 CO. 

CIUIITU'If.b "'U.LIC: IIICC.OUNT.._foiTfl. 

$ 66,994 

156.892 
223,886 

75,888 
8,696 

169 
$ 308,639 

521.630 

$ (212, 991) 
Jll:-- --~ 

$ (681,596) 
12,439 

197' 012 
91,506 

509,020 
(15,137) 
(94,280) 
(38, 667) 

(]93.288 

$ (212,991) 
---------------~-----
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QUALIFICATIONS OF MeNKE & ASSOCIATES, INC. 

John D. Menke 

John Menke is a tax attorney and an experienced professional in 
the field of corporate finance. 

Prior to founding Menke & Associ~tes, Inc. in 1974, he was 
general counsel to Boothe Computer Investment Corporation, a 
venture capital firm. Prior to that, he was associated with the 
law firm of Kelso, Cotton, Seligman & Ray, where he practiced in 
the fields of corporate finance, tax planning, mergers and 
acquisitions, and deferred compensation. 

Mr. Menke has authored over 20 articles regarding EMployee Stock 
Ownership Plans, leveraged buyouts and estate planning tech
niques, as well as a leading book on Employee Stock Ownership 
Plans. Mr. Menke also assisted in drafting some of the legisla
tion which codified Employee Stock Ownership Plans as a part of 
Federal law. 

Menke & Associates, Inc. is one of the oldest and most active 
firms in the country in the design and administration of employee 
Stock Ownership Plans. Since its founding in 1974, Menke & 

Associates, Inc, has designed and installed Employee Stock 
Ownership Plans and leveraged buyouts for hundreds of public and 
private companies including several of the nation's largest 
privately held firms. 

Mr. Menke received his B.A. degree from the University of Texas 
and his LL.B. degree from Yale Law School. 

Eric M. Bramstedt 

Eric Bramstedt has nearly 25 years experience in the field of 
financial analysis, equity evaluations, securities analysis and 
investment banking. He has prepared well over 100 business 
valuations on closely held companies for merger and acquisition, 
gift and estate taxes, Employee Stock Ownership Plans ( ESOPs), 
incentive stock option plans and others. These valuations 
covered a broad industry scope of closely held and public 
companies including several Fortune 1000 listings. Mr. Bramstedt 
possesses in-depth knowledge of ESOP functions and valuations 
through seven years of extensive experience with two leading ESOP 
design and. valuation firms -- Kelso & Co, and Houlihan, Lokey, 
Howa.rd & Zukin. 

Mr. Bramstedt holds a bachelors degree in Economics from Stanford 
University and is a Chartered Financial Analyst (CFA). His 
professional affiliations include membership in the Security 
Analysts of san Francisco, the Financial Analysts Federation, and 
the valuation Roundtable of San Francisco. 
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Bryant J. Brooks 

Bryant J. Brooks has an extensive background in corporate 
finance, venture capital, investment banking, and mergers and ac
quisitions. Mr. Brooks was President of Bay Equities, a venture 
capital firm, from 1972 to 1974. From 1968 to 1972, Mr. Brooks 
was President of Boothe Computer Investment Corporation, also a 
venture capital firm. Prior to that, Mr. Brooks was Vice Presi
dent and Treasurer of Continental Capital Corporation, a publicly 
held Small Business Investment Company, 

Since 1975, Mr. Brooks has prepared evaluation reports for a wide 
range of small and large companies. The clients represent a va
riety of manufacturing, distribution and service organizations 
including a number of high-technology companies. 

During 1982, Mr. Brooks served for nine months as pre-term 
President of a publicly held savings and loan holding company. 

Mr. Brooks also teaches graduate level finance courses at Golden 
Gate University in San Francisco. 

Mr. Brooks was graduated Phi Beta Kappa from Yale University in 
1950, rece1v1ng a B.A. degree in Economics. He received an 
M.B.A., with Distinction, from Harvard University in 1955. 

Raymond G. Hogue 

Raymond G. Hogue is an experienced financial analyst who has been 
a member of the business valuation staff of Menke & Associates 
since 1982. Mr. Hogue has a broad background in the analysis and 
valuation of various sizes and types of businesses. Prior to 
joining Menke & Associates, Inc,, he served as the accounting and 
financial manager for a contract software development company. 

Mr. Hogue graduated with honors from 
receiving a a.s. degree in finance. 
as the outstanding graduate of the 
School of Business. 

Robert M. Ireland 

San Jose State University, 
In addition, he was chosen 
san Jose State University 

Robert M. Ireland has an extensive background in securities 
valuation, corporate finance and venture capital. Prior to join
ing Menke & Associates, Mr. Ireland was a vice President and 
General Partner of Kelso ~ Company, Inc., an investment banking 
firm which specializes in Employee Stock Ownership Plan (ESOP) 
financing techniques. Mr. Ireland is an experienced professional 
in securities valuation, in the financial design of Employee 
Stock Ownership Plans (ESOPs), and in the planning, design, 
structuring and implementation of leveraged buyouts. 
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Prior to his association with Menke If Associates and Kelso & 

Company, Mr. Ireland was a consultant to Transamerica Corporation 
and Memorex Corporation in the areas of corl)orate finance and 
capital markets during their computer industry antitrust litiga
tion. From 1970 to 1974, Mr. Ireland was a Security Analyst at 
BA Investment Manaqement Corporation, a subsidiary of Bank of 
America NT&SA. He is a member of the Financial Analysts Federa
tion, the Security Analysts of san Francisco, and the American 
~lanagement Association, 

Mr. Ireland graduated from Stanford University with an A.B. in 
Economics in 1965. He received his M.B.A. in Finance from the 
University of California at Los Angeles in 1967, followed by two 
years of service in the u.s. Army as a Contracting Officer at the 
u.s. Army Electronics Command in Ft. Monmouth, New Jersey, and 
the Republic of vietnam. 

Everett A. Mathews 

Everett A. Mathews graduated from the 11niversity of California, 
Berkeley, with a B.S. degree in Finance. Prior to 1971 he was 
employed as a commercial loan officer by Security Pacific Nation
al Bank in their San Francisco Main Office with responsibility 
for lending to businesses. Since 1971 he has specialized in 
financial analysis and the valuation of closely held businesses. 

John L. Scripps 

John Scripps has 20 years of extensive experience in corporate 
financial and general management as well as business valuation. 

Following several years as a systems Analyst in the Office of the 
Assistant secretary of Defense for Systems Analysis in 
Washington, D.C., he rejoined the private sector where he has 
served for almost lS years as the chief financial offieer of 
three private companies. In that capacity, Mr. Scripps has 
directed the financial affairs of manufacturing and service 
companies ranging in size from a venture capital-financed 
•startup" to an established 85 year-old company producing annual 
sales approximating $100 million. 

Subsequently, Mr, Scripps has specialized in the valuation of 
closely-held businesses. He has prepared business valuations for 
a wide range of companies in manufacturing, service, and distri
bution industrie$ nationwide. He has prepared valuations for a 
number of purposes, including gift taxes, estate taxes, employee 
stock ownership plans, and for acquisitions and dispositions of 
controlling interests in coml)anies. 

Mr. Scripps holds an M.B.A. degree in Finance from the Stanford 
University Graduate School of Business Administration and a ·a.A. 
degree, also from Stanford University. 
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Donald J. Tubb 

Donald J. Tubb has varied and extensive experience in general and 

financial management as well as in corporate finance and business 

valuation. Mr. Tubb is a retired Air Force officer with 22 years 

service as a pilot and operations/logistics manager. Subsequent

ly, as a Vice President in the Wells Fargo Bank Corporate Finance 

Department, he performed stock valuations and assisted in corpor

ate planning, mergersjacquisi tions and private placements for 

bank customers. He has also served as CFO of a manufacturing 

company and formed his own consulting firm to provide valuation 

consultinq and corporate planning services to corporate clients. 

Mr. Tubb received an M.B.A. degree in Finance in 
University of California at Betckeley and a B.A. 

Oklahoma State University. 

1973 from the 
in 1!1.55 from 
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ANGELES CHEMICAL CO,, INC, 
£<ALANCE SHEET 

UNAUDITED 
APRIL 30, 1987 

f ASSETS) 

CURRENT ASSETS 
PETTY CASH 
CASH !N BANK 
CASH IN BANK - BORTZ 
CASH IN HONEY MARKET 
P.A.R. FUND 
ACCOUNTS RECEIVABLE 
ALLOW, FOR ·DOUBTFUL ACCTS. 

'$ 1.316.175.90 
< 21.897. o:p 

NET RECEIVABLE:S 
ACCTS, REC, - STALLION 
ACCTS, REC, - OTHER 
E:MPLOYEE AIIVANCES 
INVENTORY - CHEMICALS 
INVENTORY - PACKAGING 
INVENTORY - PKG.-BORTZ 
INVENTORY - DRUMS 
INVENTORY - GASOLINE 
PREPAID PROF'ERTY YAXES 
PREPAID TANK TESTING 
PREPAID INSURANCE 
F'REF'AID INCOME TAXES 
PREPAID CONSULTANTS FEES 
PREPAID PACKAGING 

1, 294,278.88 t 131 'J 
24r460,345 

'·' 
TOTAL CURRENT ASSETS 

FIXED ASSETS - AT COST 
OFFICE TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
CONSTRUCTION IN PROCESS 
PLANT 

TOTAL FIXED ASSETS 
u::ss; ACCUMULATED IIEPRECIATION 

NET FIXED ASSEtS 

OTHER ASSETS 
DEPOSITS 
DEPOSITS - PALLETS 
DEF'OSITS - rtFWMS 
ACDUlSITION DEPOSITS PAID 

'i'1'0TAL OTHER ASSETS 

TOTAL ASSETS 

3r492,00 .j. 
286.50 ' 

5r,106.22 79"-f 2r014,7~ 
3.367.31 
1r664,00 

[ 2r 157.1 
\ 2• 196.14 

97r811,43 
291r901,53 
655,080.;22 
191.539.14 
39t765.SO 

324.a.so.97 

' (3.533.40) 
\ v26.195.02 
~56r460 .• oo 

llo233.32 
14o09So2 

----------

lr60Q,958,79 
(868t311.70) 

4' 119 .oo 
986.50 

$ 2t523r77S. 

732.647.0"" 
-"~/.S, 

7,943.7~ 

SEE ACCOUNTANTS COMPILATION REF'QRT 
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ANGELES CHEMICAL co,, INC, 
!<ALANCE SHEET 
__ UNAUDITED 
APRIL 30, 1987 \nl 10) f1\ R l7 -

~ UlJ w lf JliLlTJES AND CAP IT AI. 

CURRENT LIABILITIES 
ACCOUNTS PAYABLE 
ACCRUEI• PAYROLL 
ACCRUED COMMISSIONS 
SALES TAX PAYABLE 
INCOME TAXES PAYABLE 

(llRUM DEPOSITS 
\.,PALLET IoEPOSITS 

CUSTOMER DEPOSITS 
EMPLOYEE BENEFIT & WELFARE 

'-NOTE PAYABLE - BORTZ OIL 
ACCRUED PROFIT SHARING 

TOTAL CURRENT LIABILITIES 

- "LONG TERM LIABILITIES\ 
NOTE PAYABLE - BORTZ OIL \ 

TOTAL LONG TERM LIABILITIES 

- CAPITAL 
CAF'ITAL STOCK - $,10 PAR VALUE, 

loOOOtOOO SHS, AUTHORIZED• 
._.54 o 065 SHS, ISSUEII & OUTS'l'ANDING 
F'AIII IN CAPITAL 
RETAINED EARNINGS - BEGINNING$ 2o24S,154.07 
STOCK REDEEMED <304•174.20l 

(s93-5J- ----------

NET INCOME OR (LOSS) 

RETAINED EARNINGS 

TOTAL CA'f'-f'fl!IL ~ 

TOTAL LIABILITIES ! CAPITAL 

S 60BJ97:5.01 
13.122.311 (1! 
47,022.4:t)" 
7.139. 29'):._· 7 

- • 00,:) 
187. 450.00 s.. Jf!.'j 
· s2o.ooJ 

10.118.00t_ 
741.3ac o~l! 

193.288.44 --
.oo> 

75.888.23 

5o406o50 
105•723.80 

'2.010•973.84 

75o888.23 

====!;;;;!;;:';;;:::;;;:;:,::;;:;:: 

/SE~ ACCOUNTANTS COMPILATION r<EF'ORT 
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ANGELES CHEMICAL CO,, INCo 

[ID[JJm ~u 
STATEM~~~I<6~Ei1NCOME· 

A . . ' UNAUOlTEto 

. fi YEAR ENDED APRIL 30o 1987 
CURRENT 

. PERIOP ~ 

SALES $ 2•619.206.69· 100.0$ 
---------- -----

COST OF SALES 1,931.983.30 73.8 
---------- -----

GROSS PROFIT. 687t223.39 26.2 
---------- -----' 

OPERATING EXPENSES, 
ADMINISTRATIVE SALARIES 

·& 
120o600,00 4.6 

PLANT WAGES 37.673 .• 10 1.4 
SALES WAGES ; 7().._. 32·179.57 h2 

~ACKAGING I•EPARTMENTi WAG.ES 72.484.16 2.8 
OFFICE WAGES · 26.469.17 1.0 
PLANT EXPENSE 11 .o98 ,95 .4 
TRUCK EXPENSE 2~/083.86 1.0 
AUTO & TRAVEL 7.360.06 .3 
SALESMEN EXPENSES 3o680ol9 .t 
FREIGHT OUT . / . - -·--- :55.510.77 2.1 
FREIGHT OUT;><[A$ ~ ·. .oo .o 
DRUM MAn:iTENANCE 26.747.35 1.0 
TANK TESTING EXPENS 1o6So.oo .1 
REPAIRS & MAINTENANCE ~· 11·515.89 .4 
PRINTING PREP •. · EXPENSE 1>425. 77 I 1.:. 
SUPPLIES 4·643.16 .2 
SUPPLIES-LAB 819,01 .o 
OUTSIIoE LABOR V 3s.930.4Ef ,1.5 
EQUIPMENT RENTAL ' ( 1o 200. 34). r • ·-· • 0 
RENT 33•000.00 1.3 
OFFICE SU~PLIES 2.851.52 .1 
GENL, & ADMIN. EXPENSES 21151.62 .t 
COMPUTER EXPENSE 1•892.59 • 1 
F•rmFESSIONAL tfiRVICES 8.167.11 .3 
TAXES & LICENSES So890.07 .2 
PAYROLL TAXES. 25o534,40 1.0 
BUSINESS PROMOTION 5.759.15 .2 
ADVERTlSINCj '· 2o311.17 • 1 
COMMISSIONS ... 82.418.37 3 ·1 
COMMISSIONS-LAS .oo .o 
COMMISSIONS-DORTZ 48o878.68 1.9 
DIRECTORS FEES 2.250.00 • 1 
DONATIONS 775.00 .o 
INSURANCE 25o786.60 1·0 
WORKMENS COMP. INSURANCE 6o713,72 .3 
GROUP INSUf~ANCE 13•487.06 r 

'"' DUES & SUBSCRIF'TlONS 761,65 .o 

SEE ACCOUNTANTS COMPILATION REF'Ora 

YEAR 
TO DATE 

10.520;886.92 100.0 
---------- -----

7 .• 786' 708.16 74.0 
---------- -----

2•734.178.76 26 .• 0 
---------- -----

f&J 
202.47s.oot 1.9 
~789.34 . 1.4 
~ 525.511\. 1.3 

924.17 1.7 
~ 144.621 1.0 

30.348.57 .3 
74' 061.34 'l ,7 
42·958.731' .4 

9>157. 97 .1 
~ 235,420.7811 2.2 

12o333.70 • 1 
143.210.85 41 1 ;4 

6.510.00 • 1 
32.171.511' .3 

4•384.80 .o 
33.083.99 .3 

1.160.12 .• 0 
~i-59.156.25 1' .6 

12t24Bo15. , .1 
~ 112.000.00 ~· 1.1 

22•090.22 .2 
12.468.6t.V • 1 
9•766.45 .1 

34 •166. 02 J,- .3 
20o982,96 .2 

rl',._67o266,11 ..fl .6 
33o976.40 .3 
10.128.09 • 1' 
82.418.37 .k; .a 

~139.089.53 ' .. 1. 3 
ry114o729,25 1.1 

9oOOO •. oo • 1 
lo080o32 @ ~ 127o 770o13j)<i 

,i,"'" 15o661o96 ... 
· · /J~44o496,26 .4 

5o388.65 .1 
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ANGELES CHEMICAL CO,, INC. 
COMBINED 

®
. \ol mRs? STATE~~~~D~~E~NCOME w 11 If \_\ Y"R ENDEO AP..C "• >987 

D omm NG EXPENS"- <caNT 'D> c:~;;;~ 
YEAR 

TO DATE 

UTILITIES 
TELEPHONE 
DEF'f~ECIATION 
MISCELLANEOUS 
EMPLOYEE MEDICAL BENEFITS 
EMPLOYEE WELFARE 
PENAL TIES 
UNIFORM EXPENSE 

~~gF~~B~~ARING EXF'ENSE(t::-t.j 

TOTAL.. OPERATING EXPENSES 

OPERATING INCOME OR CLOSS) 

OTHER INCOME 
VISCOUNTS EARNED 
IIEMURRAGE 
INTEREST INCOME 
DIVIDEND INCOME 
MISCELLANEOUS INCOME 

'·· 

OTHER EXPENSE 
INTEREST EXPENSE 
CONSULTANT EXPENSE 
LOSS ON SALE OF ASSETS 
?iCGUIS!TIOlj START-UP EXPENSE 
~~~~~) 

NET INcOME OR <LOSS> 
BEFORE TAXES 

PROVISION FOR TAXES 

NET INCOME OR CLOSSl 

$ 3.050.95 
7•795.50 

32r9'51.59 
.oo 

5,154.25 
79.88 

.oo 
3•091.98 

26• 320, HI 
6!5.979.89 

.1 $ 14•693.74 

.3 26.305·04 
1 •. 3 9-.+156,891.50 
.o 115.87 
.2 21•044.29 
.o 1•516.88 
.o 26.78 
.1 5•333·11 

1.0 . 26.320.18 
2·5 65.979.89 

889t723.98 34.0 
---------- -----

C202t500.59) (7.7) 
---------- -----

2t345.35 
587.50 
61.13 

6•695.92 
5t588.84 

·1 
.o 
.o 
.3 
·2 

6.soa.57 
2.684.50 

10.753.50 
28.413.85 
24.886.84 

.1 

.3 
1.5 

.o 

.2 

.o 

.o 

.1 

.3 

.6 

.9 

.• 1 
.o 
• 1 
.:s .., 
·' .. ---------- ----- ---------- -----

15•278.74 .6 
------·--- -----

7•039.08 ·3 
141375.01 .:s 

' 5•204.15 • ·2 
2•980.32 ·1 

---------- -----
(216t820.41l (8.3) 

118•011.00 4.5 

$(98.809.41) (3.8> 

---~------ -----
. 19; 172.38 
~57.500.01 

4;404.15 
7•043.50 

79.333.97 

(12' 340.00) 

.• 0 

-----.a 

.8 

(.1; 

---------- -----
$ 66.993.97 .6 
=====~==== ===:= 

SEE ACCOUNTANTS COMPILATION REPORT 
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ANGELES CHEMICAL CQ,, INC. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 

UNAUili T£t• 
ENDED APRIL 30o 1997 

CURRENT 
PERIOD 

SOURCE OF FUNIIS 
NET INCOME 

ITEMS NOT REQUIRING 
WORKING CAPITAL: 

DEPRECIATION 

OTHER SOURCES 
DRUM DEPOSITS 
SALE OF ASSETS 
INCREASE IN LONG-TERM DEBT 

TOTAL SOURCE OF FUNDS 

APPLICATION OF FUNDS 
DECREASE IN LONG-TERM DEBT 
PURCHASE OF ASSETS 
INCREASE IN [IEPOSITS 

TOTAL APPLICATION OF FUNIIS 

INCREASE OR <DECREASE> 
'·· IN WORKING CAPITAL ,. 

CHANGES IN WORKING CAPITAL
INCREASE OR (DECREASE> 

CASH 
ACCOUNTS RECEIVABLE 
EMPLOYEE AIIVANCES 
INVENTORIES 
F'REF'AID EXPENSES 
ACCOUNTS PAYABLE 
ACCRUED PAYROLL 
PAYROLL & SALES TAX PAYABLE 
INCOME TAXES PAYABLE 
DRUM DEPOSITS 
CUSTOMER DEPOSITS 
EMPLOYEE BENEFIT & WELFARE 
LOANS PAYABLE 
ACCRUED PROFIT SHARING 

INCREASE OR (IIECREASE) 
IN WORKING CAPITAL 

( 

. i 

$(98r809.41) 

33•418.06 

40,00 
8•229.68 

.oo 
----------
(57r121.67) 

43•670.97 
20o358.93 
(4,3:56.12) 

59.673.78 

----------
H116r795.45) 

=======111:== 

$(398•292.52) 
66r90B.OO 

452.00 
#uo,220.4S · 

51>723.40 
73•429.12 
18•719.37 

(49.28) 
36•071.00 
(8o960.00) 
<1•467.00) 

<509 ,01) 
.oo 

(65r050,98) ____ .... ____ _ 

$ (116• 795, 4S) 
==:;;;:-~=;::+==== 

SEE ACCOUNTANTS COMPILATION REPORT 

YEAR 
TO DATE 

$ 66r993,97 

1571"357.97 

95.7:5 
81229.68 

162•583.21 
----------
395r260.58 

----------
86t694.98 

521.630.20 
0'3.50) 

----------
608r2S1,68 

----------
$(212r991,10) 

========== 

$(681>595.74) 
12r277.34 

161.50 
h97o012.11 

91>505.89 
509.020.44 
(18r776.01) 

U211,77 
(94.280.00> 
(35•680.00) 

( 2, 987. 00) . 
(800.93) 

(193•288.44). 
3• 227,,97 

----------
H212r991,10) 

==•======i;t'; 

BR001014 



.A~ ~ ~.!JtJeitz.ftJJ, Ar.. 
~,..,.4 $;.__,;./ ~..../IU~ 

- .9' ..... ..-,51..., 
.J'.. $_,.,.,., ~~.,;. NP'J 

September 11, 198? 

PERSONAL AND CONFIDENTIA~ 

Mr. Ja~es L. Froelich 
Angeles Chemical Co,, Inc. 
P.o. Box 2163 

t1>'¥ JU.JI}ti(J 

. Santa Fe Springs, California ~0670 

Dea~: Jim: 

As discussed with you and John Locke today, Menke ~ Associates 
places a fair market value on the common equity owne~:ship of 
An~eles Chemical company of $2,122,104 or $39.25- a share based on 
54,065 shares of Class A and B common stock outstanding. This 
valuation is for employee stock ownership plan (ESOP) purposes 
and is as of April 30, 1987, 

The valuation is equivalent to the Company's stated book value as 
of that date and is employed in recoQnition of the fact that the 
Company's earnings are expected by management to recover frortt the 
depressed level of fiscal 1987. Over the longer te~:m, Menke & 
Associates would use capitali~~tion of earnings methodologies. 

A complete report ~:eviewing and discussing the various factors 
analyzed and considered to arrive at this fair market value is in 
th~ process of preparation and will be forwarded upon completion. 

very truly yours, 

~'?l1-~ 
Eric M. Bramatedt 

EMB:ew 
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~ ... J • .i~i.-o/ ~" 

m 5'-...-.91-1' 
~ ~ .... ~fo ..... .NII'J.f' 

p'f/ J"J.t-H«J 

November 30, 1987 

PERSONAL AND CONFIDENTIAL 

Mr. James Froelich 
Angeles Chemical Co. Inc. 
P.o. Box 2163 
Santa Fe Springs, California 90670 

Dear Jim: 

tnelosed ie the Anchem ESOP valuation etudy and three 
photocopies. Also enclosed is our invoice. 

Thank you for your help and cooperation 1n the preparation of 
this report. 

Sincerely yourG, 

Eric M. Bramstedt 

E~1B:ew . 
enclosures 

'_ . .:-: .. .-.·. :-:- .. '· 
·- - ;~ 

.. . ,, -~ ;•· _ .. _ .. . : ' . '. :., ; ~-' ; ; · . 
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,.,... : .~ •.. .• 
ORIGINAL NOTES TO 
BE RETAINED BY ! 
BORTZ 

I 
!SECURED NEGOTIABLE PROMISSORY NOTE 

$370,000.00 Los Angeles, California 
October 1986 

FOR VALUE RECEIVED, ANGELES CHEMICAL CO., a California 
corporation ( "Purchaser•) hereby promises to pay BORTZ OIL co., INC., at 1746 North Spring Street, Los Angeles, California,, 90012, Three Hundred Seventy Thousand Dollars 
( $370,000,00) including interest at nine percent (9%) per 
annum1 principal and interest payable in equal monthly 
installments of $16,903.35 until paid in full; payments to 
commence on or before November 1, 1986 and on the first day of each month therea'fter. 

The payment of this Note is secured by a Security 
Agreement covering the equipment purchased from payee which 
will be located at the premises of the maker, 89'15 Sorenson 
Avenue, santa Fe Springs,. California.· 

The unpaid principal amount of this Note, together with 
accrued interest thereon, and any other sums due or to be
come due hereunder shall, at the election of the holder 
hereof, mature and become immediately due and payable with
out presentment or demand for payment, dishonor, protest or notice of protest or other formality, all of which are 
hereby expressly waived, upon the happening of any one or 
more of the following events of default1 

(a) If Purchaser shall fail to make full payment of 
any installment of the principal of, or interest on, this 
Note as and when specified herein; 

(b) If Purchaser suffers to exist an involuntary lien 
on all or substantially all of its assets and such lien is not discharged or adequately bonded or secured' within thirty 
(30) days from levy; 

(c) If Purchaser suspends its business in contempla
tion of, or commences proceedings for, its dissolution or 
liquidation or makes· a general assignment for the benefit of creditors or commences, or acquiesces in the commencement 
of, proceedings under any bankruptcy, insolvency, readjustment of debt or liquidation law or statute of the federal 
government or any state government or if Purchaser is 
adjudged bankrupt or insolvent under any law or statute or 

DD02:80RTZ 
1 
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\ if Purchaser appl'ies for, or any action indicates its 
approval of, consents to or acquiesces in, the appointment 
of a trustee or receiver for the whole or any substantial 
portion of its assets or if a trustee or receiver is 
appointed for the whole or any substantial portion. o£ its 
assets. 

Should any such event o£ de.faul t occur, Purchaser will pay all costs and e~penses of collection, including reason
able attorneys' fees, incur;ed by the holder of this ~ote, This Note shall be governed by the laws of the State of California, Principal and interest on this Note shall be 
payable in lawful money of the united States of America, 

ANGELES CHEMICAL CO. 

By----------------~--~~---1 President 

."·········~--~ 
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SALES AG11EEMEN1' 

This agreement m.adc on the d;;~.te hereafter set forth, between 

Angeles Chemical Co., a California corporation, having its principal 
• 

place of business at Santa Fe springs, California, and hereafter 

referred to as kngcles, and Bort~ Oil Co., lnc., having its principal 

place of business at Los Angeles~ Ca.lifornia, and hereaftel" rcfcrrt:d 

to as Bort:z.. 

I. APPOINTMENT' TERRITORY 

1.1 Angeles hereby appoin~s Bortz as its exclusive repres~ntative 

for the sale of packaged goods, and existing products sold by 

Bortz, as of closing date, to the customers listed with the 

products shown in Schedule "A 11
• Additional customers will be 

added to Schedule 11 A" by Angeles. 

II. TERMS OF APPOINTMENT 

2.1 The appointment hereby conferred shall be for three years, 

and may be renewed for another year on the same terms and 

conditions by mutual agreement. 

Ill. TERMS OF SALE 

3.1 All orders obtained by Bort~ shall be at prices established 

by Angeles from time to tim~. and shall be subject to approval 

and acceptance by Angeles. 

IV. COMMISSIONS 

4. l A!:> compensa.tiot1 for its service~ consisting of ohtaining 

ord(.:tf> for product~ sul.ject tc.r Uds agreerrwnt ~ and payment 

BR001019 
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4.2 Commissions aha~ be ~~&bl~ on ~h~ tenth ~ay of the month 

fo:lol<.-ing th<l dat~ of receipt of payment: horn c:ust0111er. 

Ang~les will furnish to »ortz copies of all in~oic:ee, c:re4ita, 

and debit rnemorancuros as they are issued. 

V. CREDIT APPROVAL 

S.l Angeles will control the authorization of credit, although 

recommendation of Bortz will be taken into consideration. 

Angeles, therefore,, is responsible for any losses incurred 

and »ortz forfeits c:o~ssions on unpaid invoice$. Bort2 will 

extend rea~onable cooperation and assistance in collecting 

past due account$. 

V. SALES PROMOTION MATERIAL 

6.1 Angeles will furnish to Bortz, free of charge, printed 

pr~otional ~aterial including catalog papers, data sheets, 

copies of test reports, and samples of products to assist 

· aortr. in t.he sale of products. 

VII. STANDARD OF OPERATIONS: HO~P HARMLESS 

7.1 During the te:nn of this agnement, it is the intent of the 

obli9ations of an independent contractor, aortz accordin9ly 

a9rees not to make any represantations to the contrary. 

7.2 Angele$ here~ authori~es 8ortz to &ell products &ubject to 

thia a9reement in conformdty with technical information 

• 

,.,.,,,, .. '"'''';!~''" 
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7.'2 Co:.t. 

fr= product liability, or b~each of wa!."ranty c:laims based solely 

on alleged defects in material or workmanship, or breach of express 

or implied warranties by Angeles. 

7.3 Bort>: agrees to ref:rain from making any representations or 

warranties respecting the characteristic$, capabilities, or the. 

performance of the products ~ubjec:t to this agreement, expect 

as authorizvd by Angeles. Bortz accordingly agrees to save and 

hold Angeles harmless fram and againJt any claims or damages 

·based on acts or omissions of Bortz. 

7.4 During the term of thi£ agreement and for so long as Bortz 

shall enjoy the exclusive sales right$ herein provided, Bortz 

shall not 5ell or solict orders for any competetive products 

of any manufacturer, packagers, or others that compete in any 

way with the proauct covered by this agreement. 

Vll. MISCELLANEOUS: 

B.l The rights conferred upon Bortz hereby shall not be assignable 

without the ·express written consent of Angeles. 

of any Of its obligations in thi5 agreement, 5hall not be 

a waiver of Angeles's right thereafter to require perfo~anee 

by Bortz of this agreement. 
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/ 
accordance ~·it.h the law& of the St.ete of California. 

6.4 Notices to be aent pursuant to the terms.of this agreement 

shall be addressed as follows: 

To:, 1\ngeles Chemical Co. 
a9l5 Sorensen ~ve, 
Santa Fe Springs, CA 90670 

To: Steve Bortz 

IN WlTN£SS WHtRtpF, the parties hereto have caused this agreement 

to be exeettted as of the _..J8.::..-_.../~d::..;...-_..:t9~..~~Ca.·_ 

STE\11: BORTZ 

BR001022 



$CHI':DUU: "II" 

CUSTOMER LIST 

' 

·,,_ 
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SCHEDULE 1'1'3 11 

COMMISSIONS 

Commissions will be as follows: 

Gross Margin 

20%~--2S' 

26~---33' 

34'11---over 

CO!mllission 

3\ 

5\ 

7'!1 

Gross ~rgin percentage will ~ computed by dividing the gross 

~argin by the sale price. Gross ~argin is the difference between 

the sale price and cost of goods sold. Cost of goods sold includes 

all product raw materials, containers, caps, labels, cartons, and 

packaging materials, but does not include packaging labor or 

transportation costs. 

Exceptions to the established commission rates may ~ required to 

accomodate the requirements of a particular sale. The rate 

adjua~ent, when required, shall be established by aeparate 

negotiations between An9ele~ and Bortz at the ti~e of the sale. 

Exceptions would include sales which include free goods on 

promotional programs. 
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LETTER OF INTENT 

PARTIES: Bortz Oil Co., Inc. Seller 
Purchaser Angeles Chemical Co. 

ASSETS TO SELL: 

' 
PRICE TO BE PAID: 

Inventory and Supplies; 
Factory Equipment 

Inventory and Supplies -- at sellers cost 
List attached. 

Factory Equipment 
List attached 

Product tradenames snd trademarks. 
Bortz Oil Co., Ina. 

TOTAL 
METHOD OF PAYMENT: For Inventory and Supplies -- Cashier or 

certified check at Date of Closing; 

For Factory Equipment -- Promissory Note 
payable in 24 equal monthly payments, plus 
interest at 9% per annum. Note to be 
secured by a Security Agreement on Factory 
Equipment. 

SALES TAX ON EQUIPMENT SOLD: Payable by Purchaser 

GOOD FAITH DEPOSIT BY PURCHASER: $10,000 - against Inventory Value. 

CLOSING DATE: 

~INVENTORY DATE: 

No later than September 30, 1986 

September 30, 1986, adjusted for sales and 
purchases according to closing date. 

OCCUPANCY OF EXISTING BORTZ OIL 90. PREMISES: 

BILL OF SALE: 

Purchaser will remove purchased assets to its 
own facilities; 

Seller will continue to occupy its existing 
premises; 

Purchaser shall take over delivery of products 
sold by Seller. 

At Closing, Seller will deliver a Bill of Sale 
for assets sold, free and clear of any encumb
rances. 

EXCLUSIVE REPRESENTATION AGREEMENT: 

Refer to sales agreement attached. 
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'This letter of Intent summarizes the te~s of the sale by Seller to Purchaser of the ass~ts herein described at the price herein stated. 

Dated: J-/e?-,1986 

SELLER 

BORTZ OIL co., INC. 

By: 

PURCHASER 

ANGELES CHEMICAL CO. 

BR001026 
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PILL ROOM 

DECORATING 

PLANT 

EQUIPMENT LIST 

Consolidated 2 head rotary capper 
Biner'Ellison 12 head rotary filler 
Little David tape box closer 

Tadem Dennison Therimage Line 
· Dennison Silk Screen Oven With conveyor (2) 

Dennison Silk Screen Machine (7) 
Acme Silver Stitcher box makers (2) 
Vacuum table Screen maker 
Hand stapler, Ink, Screens, Office Furniture 
Molds for custom bottles 4 qts PVC, 4 ga1,4' ~ gal, 
l.f. pt and 4 qt. 

Steel Palitiers 
Pallet Jack (2) 
Forklift (Kamatsu) 
Forklift (White MA40) 
Forklift (White MY40) 
Blackmer partible l~hp pump 
Biner Ellison In Line 6 head filler 
Conveyors, hand stapler 
Pallets 48 X 49 hardwood, 40 X 4B GMA 
40 X 48 Reg 42 X 56 Can 
Billygoat yard sweeper 
American 20hp air compressor with sir dryer 

BR001027 



MODIFICATION TO LBTTBR OF INTENT 

This Modification dated October 1, 1986, to Letter of 
Intent dated August 12, 1986, between BORTZ OIL CO., INC., 
as "Seller" and ANGELES CHEMICAL CO,, as "Purchaser" 
proV,ides as follows: 

I. Accounts receivable as of Closing Date shall be 
retained and collected by Seller. 

2. Customer deposits on drums shall be assumed by 
Purchaser, who shall be entitled to the drums when they are 
returned. 

3. In consideration of Seller's agreement to hold 
Purchaser harmless from claims of creditors as a result of 
seller's business transactions to the Closing Date Purchaser 
waives the provisions of the Bulk sales Law. 

DATED: october -· 1986 

SELLER: 

PURCHASER: 

DD02:BORT2.3 

BORTZ OIL CO., INC. 

BY--------------~~~~~ 
, President 

ANGELES CHEMICAL CO. 

By-------------~~~~~, President 

•' 

i 
r 
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30~~: EQ~IPMENT PAYMENT ~HEDULE, 
• BALANCE PAYMENT 

J1ot-Mss70 ,000.,80 S16,90:ll,35 
$355,871.65 $16,903.35 
$341,637.34 $16,903.35 
$327,296,2~ $16.903.35 
$312,847.64 $16,903.35 
$298,290,65 $16,963.35 
$283,624.48 $16,903.35 
$268,848.31 $16,903.35 
$253,961.32 $16,903.35 
$238,962.68 $16,903.35 
$223,851.55 $16,903.35 

~1""17 $208.627.99 , ... $16.993.35 
'" $1 93 ' 288. 44 13 $1.6. 90 3. 35 

$177,834.76 I~ $16,903.35 
$162,265,17 f$1,6,903.35 
$146,578.81 '$16,993.35 
$139.774.80 1$16,903.35 
$114.852.26 'i $16,903.35 
$98,810,30 ~ $16,993.35 
$82 0 649. 0 3 )." $!6 1 90 3, 35 
'566,364.54 I $16,903.35 
$49,958.92 J.$16,903.35 
$33,430.26 ~ $!6,903,35 

5~/Pl$16' 777.64 4 $)6,903. 35 Jl TOTAL PAID $405 1 680,40 

D 

- PRINCIPAL MO. INTEREST 
$14,128.35' $2,775.00 
$14,234.31" $2,669.04 
$14,341.07 $2,562,28 
$14 1 448.63 S2,454.72 
$14 ,556'. 99 $2,346.36 
$14, 666. 1 7 

00 
•2, 237. 18 

s1 4 , 77 6. 1 7 
1 
q 0 s2 , 127. 1 a 

$1 4' 886. 99 j, 1 $2' 016. 36 
$14.998.64 . .{£. $1 ,904. 71 
$1 5 • 1 11. 1 3 111· $1 '792. 22 
S15,224.46J1P $1,678.89 
$15 338 6~ $1,564,70 
$15,453.69 $1,449.66 
$15,569.59 $1,333.76 
$)5,686.36 $1,216.99 
s15, 804 .u A<70oo s1, 999. s4 
$15,922.54 'jP $980.81 
$16,041.96 y $861,39 
$16,162.27 f $741.08 
$16,283.49 if $619.86 
$16,405.62 oi~'/.'JI~· $497,73 
$16,528.661"1" $374.69 
$16,652.62 $250,73 
S16,777.h~ $125.7/ 

s370, aoa .oo s35, 680 ·'" 

INTEREST RAT 
$0.01 
$0.01 
$0,91 
$0,01 
$0.01 
$0.01 
$0.01 
$0,01 
$0.01 
$0,01 
$0.01 
$S,01 
se. 01. 
$0,01 
$0.01 
$0.01 
$0.01 
$8,01 
$0,01 
$9.01 
$0,01 
$0.01 
$0.01 
$0.01 
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DECORATING 

PrJ\ NT 

EOUIPMEN'l' LIST 

_ Consolidated 2 head rotary capper 
--Biner Ellison 12 head rotary filler 
--Little David tape box closer 

Tad em Dennison Therimage Line I;_;.; (J(d' 
Dennison SiD< Screen Oven with conveyor (2) 7. ;.oc 
Dennison Silk Screen Machine (7) .._-;·1,~:~t:JD 
Acme Silver Stitcher box makers (2) ,ll 1 tJ&>C' . Vacuum table Screen maker :::Z :;,-rt' 
Hand stapler, Ink, Screens, Office Furniture.;?N>}1.f'..i15"~C.;;.'"Z>/..:f.<·S Molds for custom bottles - 4 qts PVC, 4 gal,4 ~ gal, 
4 pt and 4 qt. /O~ot>O 

Steel l?alitiers ..5/S'ZJC 
Pallet Jack (2) bot 
Forklift (Kamatsu) ~ ob6 
Forklift (l~i te MAI+O) "'/; ::J'716 
Forklift (White ~1!-0) .d;St>O 

-=-Blackmer partible hhp pump 1 poo 
d f / t>t:JI> =- Biner Ellison In Line 6 he a iller 3, t> 

- Conveyors, hand stapler. :?t' 
Pallets 48 X 48 hardwood, 40 X 48 GMA 6 fltJ(j 
40 X 48 Reg 42 X 56 Can / tJCJO 
Billygoat yard sweeper ' 
American 20hp air compressor with air dryer -E,; O(J(l . 
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ANGELES CHEMICAL CO., INC. 
8915 Sorensen Avenue, Santa Fe Springs. Calif. 90670 
Phone (213) 945·3911 • (213) 685·4386 • (714) 521-7660 
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PAINT THINNER 
Anchem Paint Thinner (Mineral Spirits) is for thinning 
all types of oil-based paints, enamels and varnish. 
Use wherever paint thinner or mineral spirits is 
recommended by the paint manufacturer. Excellent for 
cleaning brushes, rollers and painting equipment after 
using oil-based paints. 

LACQUER THINNER 
A medlum-drY.ing, general purpose lacquer thinner, 
formulated With a balanced blend of solvents to thin 
lacquers to sprayable viscosity. Cleans spray 
equipment and tools alter use. 

ACETONE 
A strong, fast-evaporating solvent having a variety of 
uses as a thinner. cleaner and remover for resins, 
epoxies, vinyls, lacquers and adhesives. 

METHYL ETHYL KETONE 
A strong solvent, slower evaporation than Acetone, 
having a variety of uses as a thinner, cleaner and 
remover for resins, epoxies, vinyls, lacquers and 
adhesives. 

KEROSENE 
Slow-drying, highly refined water-white product. 
Excellent cleaner or degreaser. A clean-burning fuel 
for Kerosene stoves and lanterns. 

BR001032 



SYNTHETIC REDUCER 
A medium-drying thinner for use when thinning 
synthetic enamels for spray application. Excellent for 
cleaning spray equipment and tools after use. 

SHELLAC THINNER 
A general purpose denatured ethyl alcohol. Thins 
shellac, alcohol-soluble resins and inks. A clean· 
burning alcohol fuel. 

VM&P-66 
A fast-drying solvent used in place of paint thinner to 
speed drying time of oil-base paints, enamel and 
varnish. 

TOLUENE {Toluol) 
A fast-drying solvent for thinning synthetic enamels, 
varnishes and adhesives where recommended by 
product manufacturer. 

XYLENE (Xylol) 
Has solvent characteristics similar to Toluene but is 
slower evaporating. 

·SIZE 
· SGal. 

Gal. 
Qt. 

' 

. SIZE 
· 5 Gal. 

Gal. 
Qt. 

. SIZE 
· 5 Gal. 

Gal. 
Qt. 

SIZE 
5 Gal. 

Gal. 
Qt. 

SIZE 
5 Gal. 

Gal. 
Qt. 

PK·WT 
1~35 
6·43 

12-23 

PK-WT 
1-36 
6-45 

12-23 

PK-WT 
1-33 
6-42 

12-22 

PK·WT 
1-39 
6·48 

12-25 

PK·WT 
1-39 
6·48 

12-25 
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TURPENTINE (Pure Gum) 
A high quality thinner for oil-base paints, varnishes and 
enamels. Pure Gum Turpentine is excellent for use by 
artists in thinning oil art-grade paints and finishes. Good 
as a clean-up solvent for brushes, rollers and equipment 
after use with oil-base paints. 

LINSEED Oil {Boiled) 
Improves flow and allows easier brushing of oil-based 
pamt. Produces a higher gloss and more durable paint 
film when added to oil-base exterior paints. Excellent 
as a wood shingle preservative. 

e .. z PREP, SURFACE 
DE GLOSSER 
Prepares surfaces tor faster and longer lasting 
repainting without sanding. Creates a "holding tack" in 
old painted or varnished surfaces to help new finishes 
bond to old. 

·BRUSH & ROLLER 
CLEANER 
A fast-acting product that effectively cleans hard or 
soft brushes and rollers used with oil or latex paints. 
Water-rinsable. 

1-1-1 TRICHLOROETHANE 
Is a heavy duty cleaner/degreaser. Excellent for 
cleaning and degreasing metal parts and equipment. 
Evaporates quickly with no residue. 

~IZE 
5Gal. 

Gal. 
Qt. 
Pt. 

SIZE 
5 Gal. 

Gal. 
Qt. 
Pt. 

SIZE 
Gal. 

Qt. 
Pt. 

§IZE 
Qt. 
Pl. 

PK-WT 
1-38 
6-48 

12-25 
12-14 

PK-WT 
, -41 
6-52 

12-26 
12-15 

PK·WT 
6-45 

12-24 
12-13 

PK-WT 
12·34 
12-18 

SIZE PK·WT 
5 Gal. 1-55 

Gal. 6·66 

• . 
. : l 

.. 'I 
··) 

-.:.;.;./ 
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AllliELEI 11 .• 1111. 
8915 Sorensen Avenue, Santa Fe Springs, Calif. 90670 

Phone (213} 945-3911 • (213) 685-4386 • (714} 521-7660 
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Anthe-m N·Hcxanc-, 5° ... 79.0 .6722 5.60 1 so 28 151 9.0 

... 79.6 .6701 29 149 8.0 

A.nchcm Mixed Hcxancs LR 62.0 .7313 6.087 170 194 216 <40 39 122 7.3 4.7 

Anc.hcm La<;quE!r Diluent • 58.4 .7451 6.203 200 20~ 21s <•o I 15 4,0 10.0 

"' 56.4 . 753 I 6. 269 202 210 252 <40 39 120 3.2 G.O 0.3 

6.27J 206 228 275 <40 41 117 3.4 4.5 3.0 

Anchem VM&P 66 ... 56.) .7540 6.279 252 260 282 60 39 128 1.5 1.1 6.0 

Anchem '298 Thirme( 'II 51,0 ,7751 6.45 115 J10 360 '/'/ 134 0.31 6.3 

Anl.':hcm LEP Solvent * 49.8 .7805 6.49 312 327 360 102 35 147 0.26 2.0 

Anc:he:m Minctr.al Spirit:;. 6~) ... 48.0 . 7883 6.56 310 342 385 105 35 146 0.22 2.0 

Anr;:h~m Sol '/0 $. 51.9 .7470 6.22 321 329 344 104 27 130 0.18 0.4 

Anchem Odorless Minerd! Spirits * 54.2 .7620. 6.344 363 370 390 136 27 184 0.12 

Anchern 140 Solvent • 45,1 .8012 6.67 365 380 410 142 35 149 0.11 2.0 

Anehem Deo B.jf,!JC "C'' ... 45.0 .8017 6.67 370 398 490 142 30 160 0.08 1.0 

Anchem 450 Kerosene 44.2 .8054 6.705 402 495 157 0.08 1.5 

Anchem Toluene 31.0 .8710 7,25 2)0 231 ~32 

Anchcm T• 1•81 218 238 

Anchem 13Cni.eM 30.9 .Blll 7.l55 216 50 I .0 99 

Anchem X•B 33.5 .8510 7.141 268 276 281 77 90 65 0.7 3.7 85.3 

An~hcm X•2•92 ll.O .8602 7.162 278 57 0.5 13 82 

Aoc~om PX 28/65 34.1 .8550 7.12 310 l2l lGO 110 18 79 0.20 76.5 

Anthem PX·2 30.5 .8'130 '1.27 321 326 343 112 92 57 0.28 99.7 

Anchcm f'X·3 28.0 ,8870 7.39 358 370 408 142 89 63 <ll.1 97.5 

Anchem Ei·'/10 43.2 .8100 6. 74~ 172 206 250 2.8 19 

Anchem EX-120 49.1 .7840 6.52 214 24l JOO 67 0.9 6 J,S 

Anchem EG-130 40.6 .8220 6.85 294 381 415 Ill 5.5 

116.3 .?958 190 199 244 <•o 2.4 4.6 

Ancllem EX6•6G 44.1 .8058 6.109 57 1,4 1.3 5.0 

Aochem ETI-66 45.9 .7976 6.641 I 70 200 246 2.9 

Anchem Tf"·66 43.1 .8096 6.74 21S 219 ns 4.1 2.8 19 

Aochem CH•66 50.1 .7792 6.49 154 182 237 l.S 19.6 
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l"rim.arv Amyl 1\e~t,.t~ 

Normal Butyl Acetate 

''Cello~olve''l Ac.t!Ufe 

l~thyl Acetate 85/88% 

Ethyl A~;~:t;~te 99% 

lsob1.1tYI A~111Ute 

Isopropyl Acetate: 

Normal 1-'ro!)yl AceUtlli 

Butyl ''C!lHcJ~(II~te:''i Ac~t;~,te 

"Carbitol"l Acetate 

Butyl "Carbitol"l Acetate: 

Methyl ''C~IIc)!'Oh;e"1 Acetate 

Ethllr 

Oxide 

retrahydrofurdn 

Butyl "Ccllosoln"1 

Ethylene Glycol SuWI Ether 

'jCarbitol''1 Sol,.en~ 
OiethYI4-Iilll Gly,ol l:thyl Ether 

"C~IIo:iolvo••l Sol11erlt 
Ethylene: Glycol Et~YI Eth~.t 

Mt.thYI "Carbito1"1 
Diethylene Glycol Methyl ~thc.r 

Methyl ''C•II(l~olve"l 
Ethylene Glycol M~thyl Eth!!!r 

0,876 

0,883 

0.975 

0.883 

0,902 

0.873 

0.87·1 

0.888 

0.9<2 

1,011 

0.981 

1,007 

0.715 

0.8304 

0.884 

0,902 

1.027 

0.931 

1.0<1 

0.965 

7,~9 

7.34 

8.10 

7.~8 

J,S 1 

7.24 

7,26 

7.39 

7.S4 

8.41 

8.16 

8.31 

5.96 

6.92 

7.l5 

7,51 

8.5S 

7,7$ 

8.l0 

8.04 

275-302 

244·262 

313 

160·174 

169·112 

230-246 

185-194 

203-217 

378 

423 

476 

293 

94 

94 

1l1 

336-343 

314·401 

27N77 

3'18·lSS 

253-251 

o.n 
1.00 

0.17 

).98 

3.91 

1.50 

3,42 

2.08 

0.03 

<0.01 

<0.01 

0,31 

8.2 

33.7 

4.7 

0.01 

0,01 

0.38 

0.02 

0.52 

96 

82 

126 

24 

22 

68 

40 

58 

165 

222 

2lO 

123 

<o 
<o 

6 

138 

l01 

110 

189 

102 

l ., 1,4 

l:l 1,4 

2.5 0.9 

).3 1.3 

~. l 1 '1 

2.2 1.1 

2,8 1.3 

3.2 1.5 

1.8 1.2 

2.2 0.6 

1.8 0.9 

2.3 0,6 

2.9 1 '1 

3.3 1.8 

2.0 \mm~!i-

4,9 1,1 

2.3 lmmli'i., 

3.4 0.2 
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Di~thylen~ Glycol 1.118 9.31 450-491 <U.001 300 

Dipcopylen~ Gly(;oJ 1.024 8,$') 432·450 <;OOOS 265 

EtlwJcnc Glvcol 1.116 9.31 379-401 <0.01 2$0 

He:>(}'lt:~ne Ctycol 0,922 1.69 379-392 <o.oJ 211 

Propyl~"t! Glycol, Ind. 1.038 8.63 365-374 0.01 2'10 

11ropyknc Glyc(.d, USP l,Ojg 8.63 j65·374 0.01 210 

"UCAR" 1 ThE::rmofluid 17 1.1 3n 9AO 3% 260"COC 

Cycll>h~.'l:dnone 0.9<6 7.90 ~ns-3~1 0.29 111 5.8 1.3 

Diacctont Att(Jhv! 0.940 7 .SJ 215->42 0.12 126 2.3 0.6 

Keton~ 6.72 325·343 0.19 140 1.5 o.s 
lsophoront 0.92J 7.68 401-428 0.02 184 6.2 1.2 

Methyl Ketone 0.806 6.'11 114·116 3.79 23 4.3 0.9 

Methyl Isobutyl Ketone 0.802 6.61 2l7·243 1.6:2 60 3.6 1.0 

Methyl Amyl Ketone 0.817 6.80 300·304 0.33 108 3.9 ,; 

,·:,•. 

'·"' 

13 9.38 Complete 4,3 

300 L13 

400 I. I) 9,38 Complete 7.3 

600 1.12 9,40 Ci)nwlele 

PEG Flake 1.204 62 75·110 

Dibutyl Phthalale 1.046 8.12 340 

Oioctyl Phlh~l;w: 0.982 8.)1 727 425 

Dimethyl Phthalale 1.190 9.92 539 300 

Oicthant)l.amlne 1.092 9.09 515, Dccompor;eSc ;280 

Monoethanolaminc 1.018 6.47 339 200 

'l'ntth.tnolo~mine. 85% ·t.IJ!6 9.J:) 636, DecompOSo!!:l 355 

Di~::thyl Amint: 0.70~ 5.8!3 132 <!l 
lriclhylamine 0.729 6.06 193 '17 
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Primary Amyl Alcohol 6.79 261·279 0.3 113 C:Q~Ilhl!t'll fnt Ni!rl)l.':t:ll 

Non;,o~J t.hH~not 0.811 6,75 241·246 0.43 98 Cosolvent for Nitrocell 

Secondary Bvt:.~..~ol 0.~08 6.73 208-214 0.81 72 Co~(~]v~:rH for Ni~r,n:~ll 

2•1ithyl Hexanol (Octanol) 0.834 6.94 364 0.02 164 Co~olvent for NibOCilll 

l$¢bLJU.MI 0.80:< 6.69 22)-239 0.62 ~· Co~Qivenl for Nitroc:ell 

Isopropanol, AnhydrQU!; 0.786 6.55 119·181 1.44 53 Co:~.olv!i!nl for Ni~rotcll 

Me:! hanoi 0.792 6.60 141·149 2.o'l 51 2.2 0.5 

Methyl Amyl Alcohol o.sos 6.13 266-271 0.27 103 Co~:olvent for Nltrucell 
(Methyl l~Ob\JWI Carbinol) 

Normal Propanol 0.815 6.70 204•208 0.86 77 Cosolvent for Nitrocell 

ET~ANOL$ 

Ethanol, Proprietary 0.8038 6.69 173 1.6 53 Cosolvent for Nltrocell 

Ethanol, Special Industrial Solvent 0,806 6.71 172 1.4 61 Coiolve.nt for Nl~rl)cell 

Methylene Chloride 1.320 10.98 103·104 14.5 

MonochlorQbt:l'ltet1e 1,105 9.19 267-270 1.07 9$ 

Orthodichlorobenzcnc 8'5% l.JOJ 10,84 355-362 0.15 145 

1.61 s 13.46 250·254 2.10 

Trh;hlorethylene J.4S9 12.14 158·190 4.46 

l,i ,l ,·Trior;hiQrc:tth,,nc:t 1.319 10.97 162·190 G.OO 

INIILII ......... 
8915 Sorensen Avenue, Santa Fe Springs, Calif. 90670 

Phone (213) 945-3911 • (213) 685-4386 • (714) 521-7660 
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"Tergitoi"J NP-9 (N~mYI f>h~nt)l) 1.057 uo 54(;\) 540 TCC 9 

··r~rgitol" 1 Nf>-1 0 (Nonyl Phenol) 1.06'2 8.84 63(A) soo ·rcc 10.5 

''Tergitol" 1 25-l-7 {rrimary Alcohol) 0.985 (30/20) 8,19@30°C 50 352 TCC 7 
'"T~rxitol'' 1 25-L-q (Prin'I.Jry 1\ll.:ohol) 0.991 (30/20) 8.18 @! 40°C 60 356 TCC 9 
"TcrgitcJ1" 1 15·S·1 (Linear Alcohol) 0.994 8.2G 37 440 '! 

"T<:rgito1" 1 I S-S-9 (l.ine:ar Alcnh(~IJ . I.OOI;i 8.37 bO 470 9 

"Tcrgitol"1 15·5·12 {Linear Alcohol) 1.023 8.49 90 460 12 

(A) O.S% Aquwus Solution 

. ~ : ' 

0.992 91 1 '1 0 

136 

$tvrll.ne Monomer 0.908 '!,55 293 93 

I Tradem;:~,rk UfliQn Carbide Corporation ~Tr.;demMk Shell Chemical Co. 

The inforrnalion contained herein i$ correct to the best of our knowledge. The mformat.tM, dilta and suggestions cortUined ~n thiz bulletin \Ire made without guarantee or repre:!i.etltatlon ~~ 1o results. We sugge$t th~r. you evalu:ate these recomtn«tn.r;tatlon~ and suggestions in your own 
laborat(.I'Y prior to use. Our responsibility for clainu 0\rl~ing: from breach of warranty, r~egllgence, m otherwise is 11mit¢(1 fi> the purchase price 
ol' thco: material, 
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,Lk ·~ ~. Jnc. 

September 22, 1987 

Angeles Chemical Co. 
P. o. Box 2163 

~ ,% ..... / ~. ""'-4 

Santa Fe Springs, CA 90670 

INVOICE 

Travel expenses incurred by Eric M. Bramstedt on S/ll/97 in 
connection with Angeles Chemical Co. Valuation: 

Airfare 
Car 
Other 

TOTAL AMOUNT DUE 

. . $150.00 
53.61 
17.24 

$220.85 
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.. ANGE;LES 

Angeles: Chemical Company ,• :Cnc. 
THIS CERTIFIES THAT EmplO'iOI!i!· Stgc.k OW:narahip Trust li!ifHtl R'Gitift!:Rlb 

HOLDUO' :£:rt~!!.s!3~~Sf~2*f~~~i.,Jlll~~f:~ .... nlllfi*******'Oiass 8 Non·Voti.rtg- Comtnoo Sh~res of 

~..J .. I' ,Au.O. ~ j ~ "Dr 'l j! 
~u~E~Clf.!!.liO.~C. 

HJ;iAI!INAPTI:!~ bi!$141\!ATEP ''1't-IE CQ~PO"ATION," TRANS.FERABU! ON TH~ SHAA!; f\~QISTfR OF THI£ CORPORATION Uf'ON SUA' 
RE:NOEf\ OF THIS CERTIFICATE PROP£ALV I;IIII)QII$,E(J Q~ ~IQNiO, 

11¥1TNE!Pi, THl!; 8'1£A\. Of: THE CORJ'OFIATION AND THB SJGNATUMI!$ 01' IT$ C!Ul V AI,JTH()AIZ~P 0~:010:!•0:./ 

July 31, l9 84 
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63'1921 
F.ICEO 

lo ........ ., "'" .......... of , .... 
... .... ..... .. .:.II'-"' 

.,, @' ARTICLES OF INCORPORATION 

.... 14, 
~· lt1. 

;:: .j ' Docu rent, Filed OF 

f.IOV 11971 

Z~iC!!;~ 
~~ Los Angeles County 

g i6 Nov. 5, 1971 ANGELES CHEMICAL CO. , INC. 

r.~ Office of county. Clerk 

~ ~ Corporation Div. 

"'"' . "' ., .. 
I" I>< 

KNOW ALL MEN BY THESE PRESENTS: 

That we, the undersigned, have this day voluntar-

ily associated ourselves together for the purpose of form

ing a corporation, and we do hereby certify: 

ARTICLE I 

The name of this corporation shall be: 

ANGELES CHEMICAL CO., INC. 

ARTICLE II 

The specific business in which this corporation pro

poses primarily to engage is in the purchase and sale of pe-

troleum solvents, petroleum products and chemicals of all 

types and descriptions. 

ARTICLE III 

The general purposes for which this corporation is 

formed are: 

1. To buy, acquire, transport., produce, sell and 

otherwise dispose of and deal and trade in petroleum sol-

vents and products, and petroleum of all grades, oil, sul-

phur, gas, carbon black, asphalt, bitumen and bituminous 

1 
279464 
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located is Los Angeles. 

ARTICLE V 

The numbers of directors of the corporation is 

three (3). 

ARTICLE VI 

The names and addresses of the persons who are ap

pointed as the first directors of this corporation are as 

follows: 

JOHN G. LOCKE 

ARNOLD ROSENTHAL 

D.M. JAMES 

3440 Wilshire Boulevard, Ste. 1017 
Los Angeles, California 90010 

3440 Wilshire Boulevard, Ste, 1017 
Los Angeles, California 90010 

3440 Wilshire Boulevard, Ste, 1017 
Los Angeles, California 90010 

ARTICLE VII 

The total number of shares which the corporation is 

authorized to issue is 2,500 shares. The aggregate par val

ue of said shares is $25,0_00.00, and the par value of each 

share is $10.00. No distinction shall exist between the 

shares of the corporation or the holders thereof. 

ARTICLE VIII 

(a) Each shareholder of the corporation shall be en-

titled to full pre-emption or preferential rights, as such 

rights are defined by law, to subscribe for or purchase his 

proportional part of any shares which may be issued at any 

time by this corporation. 

5 
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(b) Before there can be a valid sale or transfer 

of any of the shares of this corporation by the holders 

thereof, the holder of the shares to be sold or transferred 

shall first give notice in writing to the secretary of this 

corporation of his intention to sell or transfer such 

shares. Said notice shall specify the number of shares to 

be sold or transferred, the price per'share, and the terms 

upon which such holder intends to make such sale or trans

fer. The secretary shall, within five (5) days thereafter, 

mail or deliver a copy of said notice to each of the other 

shareholders of record of this corporation, Such notice 

may be delivered to such shareholders personally or may be 

mailed to the last known addresses of such shareholders, 

as the same may appear on the books of this corporation. 

Within fifteen (15) days after the mailing or delivering 

of said notices to such sh~reholders, any such shareholder 

or shareholders desiring to acquire any part or all of the 

shares referred to in said notice shall deliver by mail or 

otherwise to the secretary of this corporation a written 

offer or offers, expressed to be acceptable immediately, 

to purchase a specified number or numbers of such shares 

at the price and upon the terms stated in said notice, ac

companied by the purchase price therefor with authori~ation 

to pay such purchase price against delivery of such shares. 

rf the total number of shares specified in such 
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offers exceeds the number of shares referred to in said 

notice, each offering shareholder shall be entitled to 

purchase such proportion of the shares referred to in 

said notice to the secretary, as the number of shares of 

this corporation, which he holds, bears to the total num

ber of shares held by all such shareholders desiring to 

purchase the shares referred to in said notice to the sec

retary. 

If all of the shares referred to in said notice 

to the secretary are not disposed o£ under such apportion

ment, each shareholder desiring to purchase shares in a 

number in excess of his proportionate share, as provided 

above, shall be entitled to purchase such proportion of 

those shares which remain thus undisposed of, as the total 

number of shares which he holds bears to the total number 

of shares held by all of the shareholders desiring to pur

chase shares in excess o~ those to which they are entitled 

under such apportionment. 

rf one or more of .the other shareholders offers 

to purchase, in the aggregate, within said fifteen (15) day 

period, less than all of the shares referred to in said no

tice to the secretary, the shareholder desiring to sell 

or transfer shall not be obligated to accept any such of

fer or offers from one or more of the other shareholders 

and may dispose of all .of the shares of stock referred to 

7 
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in said notice, to any person or persons whomsoever~ pro-

vided, however, that he shall not sell or transfer such 

shares at a lower price or on terms more favorable to the 

purchaser or transferee than those specified in said no-

tice to the secretary. 

Any sale or transfer, or purported sale or 

transfer, of the shares of said corporation shall be null 

and void unless the terms, conditions and provisions of 

this Article VIII (b) . 

IN WITNESS WHEREOF, for the purpose of forming 

this corporation under the laws of the State of California, 

we, the undersigned, constituting the incorporators of this 

corporation and including all of the persons named herein 

as first directors, have executed these Articles of Incor

poration this 20th day of,Dc~er, 197~ 
' / u '-----;/' ( ,;t _--A:::!, de,·· 

John G. Locke 

o____~ a~-£t_fi 
Arnold Rosenthal .-") 

/J/ ~? - ___.4:;:_.,,.,,_~1 

8 

D .M.- ,.James 
v 
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STATE OF CALIFORNIA 
COUNTY OF LOS ANGELES ss. 

On this 20th day of October, 1971, before me, 

MARION L. MARSHALL, a Notary Public in and for the County 

of Los,Angeles, state of California, residing therein, 

duly commissioned and sworn, personally appeared JOHN G. 

LOCKE, ARNOLD ROSENTHAL and D.M, JAMES, known to me to 

be the persons whose names are subscribed to the forego

ing Articles of Incorporation Of ANGELES CHEMICAL, INC,, 

and acknowledged to me that they executed the same. 

WITNESS MY HAND AND OFFICIAL SEAL. 

'MarJ.on L. Mar 

9 

BR001048 





Mr. John G. Locke 
April 28, 1987 
Page.~ . . _·:: .· ~~:~;>;· ... ~·:·:·. _. ... ' 

. •'. 
0\lr fee for this initial stock appr.,isal shdl be $4 • 000. 

ANNUAL STOCK APPRAISAL 

Menke & Associates, Inc. shall provide an updated appraisal of 
the fair market value of the capital stock of the Company as of 
each fiscal year end. This appraisal shall be based upon the 
guidelirtes established by the initial appraisal and shall reflect 
the financial and operating results that have occurred during the 
ensuing f.iscal years. 

The fee t:or annual stock appraisals shall "'be .. ,$2,000 per year, 
based on 1987 dollars. 

we hope the foregoing fully describes our services and fee ar
rangemen.ts. If yo11 have any q11estions, please give us a call. 

Sincerely, 

-1..,,. LGL/js 

ACKNOWLEDGEMENT; 
please sign below 
$2,000. 

To acknowledge acceptance of this proposal, 
and send your check for one-half the fee, or 

DATE, ___ ,,_,•_1_9.:..' ..:1.:..9..:8..:7 _____ _ 
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.. ,.,,. St.a111on In•• 
113 lforl\aJ'" ¢0411P, 11iD 

··-':!"'· -· ~QWI:!-WUf-• · 
· . S$ Qffiller' Llh Inl' 

. ; .... · . ..M, ,,,o,.,." .a ... subAcrDt 

U.f02.00 $3,iU.OQ $1!1,134.00 ,1!1,71!10.00 
.. $.1:f,..,.l-6J • .,orJ .. ·- -u<~ .... t~""'"""'·· .. _ .-~ ... ia.t .. QO. __ .... $.2.8~Y.s~.no. 

,,t,ou:.oo 
. -...$44..1 6JI..OO... 

..~~~.;11~~ •• ·.-..&. . 
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Moody's Investors 
INDUSTRY REVIEW 

Aprll11, 1987 

CHEMICALS - MISCELLANEOUS 
COMPARATIVE STATISTICS 

..... PRICE !WIG~-. WHINQS M:R SHAn 
COMF'AHV txCH SYMBOl. (II WilkS) R£C:tHT LATEST 

HICH LOW PRICE l' MOS. INI liU. .... =: g:~: ~~ .. ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ore ACET ID :ii!OjJt u;,~ JB~·lt 1.49 1.47 1.38 1.02 
OTC O'tUS 1D 421n 1 '1Jr~ 27itt 0.04 O.D~ 0.05 0.04 

£thyl Carp. ...................................................................... NV$ IV 321.t4 u 291.2 liJ 1.40 0.02 0.112 0.65 
GAF Corp. ..... , ................................................................. NVS tm ., 2fUI'4 ., :2'.10 LS7 ~ .31' 01.12 
Hypont:t Corp. •................. , .... , .... ,.,, .. ,,.,,,,.,,,.,, .... ,,,,,,, OfC HYF'X (D ~~ 5 13 l.Oo4 1.20 (1,79 0.74 
Lubrizol Corp, ""'""""''""'''""'"""'""'""'"""'"""''""""""'""" NV$ 1.2 401,~ 25:td 31 '·~ 1.92 1.49 1.73 1.65 
F'antuottll, 11'11!. , ..... , ......................................................... ... PNT llV18 /')JI 10~1 d3,33 d3.40 0.2? o.29 
P1rll Ellctrochemical Carp.(i) .................................. ~ ... NVS PKt 24 131!-11 231 ~ 1.00 o.es IAI l.lO 

~=a·:~~~::~·:::::::::::::::::::::::::::::::::::::::::::::::::::: NVS PF'<l 49l:t 291,~ 441:1;8 III 2.66 2.66 2.27 2.16 
ASE RAC 9110 6,1!~ •'·• 0.88 0.41 0.5i' 0.24 

Seton C0c ........ ,, ••••• , ... ,, .••• ,, .• , ............................................ ASE m I 61t~ ••• 16!.~ 0.90 0.93 o.ts 0.59 
U~•r.I·Guardilltl. 11'11!. Ill ..................... ,.,, ...................... OfC UNIR m 121!\.·· 4\r.t ••• 0.03 0.03 0.09 d0,l2 

lt!O. 
0\V. 

mo.o1 
Nil 
0.40 
0.10 
Nil 
1.20 

"" 0.12 
Nil ... 
0.10 

"'' 

INI 
aooK Sti<HltlltS' I..ONl'i· 
VAWt EQUITY 'JUM 
PfR SH (I~M) PUT!l'i 

12..60 41.20 ?.20 
7.40 ltUO 1.20 
'S.92 789,60 ,0,7'0 .... ~ 298.20 45.!;0 
5.28 31.~~ 49.40 

t~t06 51U 11,\D 
.Q,88 ·l!UO 33.10 
9.08 46.80 4.20 

lillU2 lil'l,917.80 Iii 30.10 
~.78 8.40 l::UO 
<4.04 31.10 42.20 
0.'18 3,13:1,10 !UO ___ .. _____ 

fltOTE; All P9r ;h, t11. tdJ. ror iitk. flpl./alk. d.v. Sp«i;(f\JJT'I Group, Inc. aeq. by ChHHttovrgh.Pond'$, 11'1' !.! Fliictl yur tnds. 6/30. ~ Plu.t ~lk. \X' 1986·87.l:r Co. doe Ml r4!'port •1"1t~rr"' 
earnin-~.tr. 1 ~86. l'llF1sca~ yetr end5 2/'28. l'!Jri$1¢*1 y .. r end$ 5/31, fi) 1984. 

FINANCIAL DATA·LATEST ANNUAL RANKINGS 

~EVENUES ($MILL.) 

1 Uoited-Guard11111, In¢ ....... 1!14.687.10 
~ PPG Industries, tne ..... ,... 4,345.50 
.., Ethyl Corp ....... ,, .... , ........ fiJ 1,!5,.9,30 
4 Lubri;Ql CQrp, .................. 903.40 
5 GAf Co-rti .......... ,.... ........ ?32.00 
6 P111nt;r$otf.lnc. ................ 1n.eo 
? ltcetocor~ ......... , .... , ... ,.. 10!1.to 
8 ~ltlnC~;~ ,,., .. ,,................. 102.40 
9 1-typone~~,CMI.'I • ... :............ 511.9Q 
10 Pat II Eki!(:trQ~;h'm"~' ..... B7 .80 
II Oehlll Corp. ............. 50.00 
J 2 RAI Rtn••rr;.h Corp, 7.40 

NET PLANT($ MILL.) 

NET INCOME($ MILL) 

1 F'PU 11'\dustrlt$, h•n:, , ..... , 
2 Eth)'l Corp ....................... .. 
3 Ul'llftid·Guardb:m, 1~ ..... ,. 
4 LubriJ:QI Corp, ""'""""'""" 
5 GA~ Corp . .............. , ........ . 
~ "l;!ltQCc»rJ'! ..................... .. 
, 1-t~pone1 Cotp. . ............. .. 
7 ~on C~:~ .......................... . 
9 Park E1~1ltroohl!!!rr~·,cal 

10 CtluiCotp .... , .... ,. ..... . 
i 0 Ire' AI Re:Stitct.h Corp ...... , ... . 
J~ P~~tnt•$QhJ, In~ ................. .. 

l!l316.40 
lill7?.70 

120.10 
60.?0 
!'.4.30 

9.60 
7.20 
7,20 
4.40 
1.10 
i.l 0 

dl3.~0 

RETURN ON NET PLANT(%) 
11!. AM'l ~":::":!< ____ to:;:::M::;:PA::;N::,V_~:.;'Ii~A::;M::._T 

1 PPG lndus.tr •• In~;~, ,.,,... liJ :Z,61i0.50 1 Ar:l!'to Ct~fl). ""'""""'"""'"' [] 116.00 

CDWii'ANV 

;!' Unit~-Gv1rGian, ltiC. ...... 942.60 2 GAF Corp, ........................ ll'9.t7 
3 Eth,-1 CafP ........ , ... ,., . .,,... SS,,lO 3 Hyp.onex Corp. ................ J6.30 
t4 L\lbfital Corp,""""'"""'"' 2!'0,;:[0 4 &!rtQn Co. .......................... ~4.~7 
S GAFCQrp, ........................ 194.l0 5 RAIAIIIIIIIfChCor~........... 31.40 
G ClhliCorp ................ ,.,.,. 36.30 ~ Ethyl Carp .................... ,.... 21.02 
7 PlrhEt~II'(M;hlllfTIH::fl.,,.,. 23.80 , L.utiti.tviCQrp, .................. 20.7~ 
8 $1ttQn CQ, .......................... 20.50 e Pari! El>ll~troch~~>mic::,t ...... J8,42 
9 fiJPOnel! Corp. ................ 19.90 9 Urdtl!td·Gullttli•n, lot;;, "'"' T 

1
12

1 
.. 
8
12 

10 Pant.sot•, ''"· ................ J4.60 10 PPG lnd1ntrln, tnt:l. ........ J.:J ., ll Ac•lo ec,rp, .............. ,,,..... l!l4.1j!IO 11 c.tu~ CQrp, ...................... l,l.Q~ 
J Z R;.t Ree.eerett CUfp. ....... 3-.40 i 2 Pent110tt, ltM:: .................. . 

OPE~ATING PROFIT MARGIN(%) 

1 RAI Researeh Catp ....... .. 
2 PPG lnduS!rtl!iS, Inc ........ . 
3 H:fj)O!'lel'. Corp ............... .. 
4 Seton Co ... ,, .......... , .... , 
~ £thVl COfel ... : ............. ,.,. 
6 OAf CO'P ................ .. 
J Lubrlzol Corfl ................ , a A~•10'Corp .................... . 
9 Part. 1:.1ectfoehemltH!It .. .. 
I 0 Unit«<Q•I;.t.,JillrQI\'IM, In!': 
! 1 Cttur. Co~p. .. ............. . 
1.2 Pant:ho\1,'1, lnr;.. 

A'ferasol!' .................... .. 

CURRENT RATIO , ... , COJIIIPANV 

1 RAI Rtls,arc;;h CQrp, ..... ,., 
2 Ul'!lttd·Cuardlsn, Inc. .. .. 

' Selon Co. 

' ~~~ g:~~·:···:::::::::::::::::::: • • Pn111 Electrochcmic.DI 

' L!.!tlri11;1l CQrp ............ :::: • EtnJ• Corp ....................... 
9 H)tpt!K'Iex Corp ........ ..,, .. ,, 

10 GAr Corp. , ...................... 
ll PPG t'ldustnt5, loo ......... 
12 P&l'lt&tOlj:!, lflt:::. 

ttJ 1U8 
12.90 
12.90 
12.60 
12.00 

9.50 
6.00 
6.80 
360 
2.50 

1b'.io 

'!5 AMT 

8.80 
4.75 
uo 
3.57 
~.10 
UG 
2.45 
2.J J 
1.95 

OJ t~g 
).61 

Copyright 198 7 by MOODY'S INVESTORS SERV1CE, INC. 
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RETURN ON CAPITAL ('!I) 

1 GAF Corp, ""·" .............. .. 
2 Se!on CO. , ..... , ... ,, .. .,,,.., .. 
) HypQIWI.x Corp, ............. ,, 
4 Aceto Corp ...................... . 
5 RAI Re$111ar~h CQrp, ..... .. 
6 PPG lndustrle:!i.,lnc ........ . 
7 t.ubril'Ql c~rp , ............... ' 
0 ~thYI Core~. .. ................ .. 
9 Pnrk.l;le.-:trt,l<;h!!imklli .... .. 
l 0 UnltOO·Gtlllrdl~n,lnc ..... .. 
l 1 C1Ws Corp ..... 
I 2 Pantawte.lroc. 

Avuragc ............ ., ... ., ... 

14 18' 
lli.'-G 
~ 1,24 
11.00 

_)0.00 
1U 9.75 

~.14 
9.00 
e.:a:o 
i.SS 
0.60 

i!l.2o 

CAPITAL EXPENDITURES($ MILL.) 
RANK COMPAH'l' 'UAM1 

l PPG tndustrM!'Ii, lnt;, ........ [i] 497.60 

• t,lnited•Guafdian, Inc: ....... 21!i9'.80 
; Etty"ICorp, ., .. ., ... .,, .......... 98.20 

• OA C:or~ ..................... , ... 47.20 
5 l,.ubriJ.DI Cofp ................... 3$1.50 • P~rll i::l•t:ltrochemu::DI ...... 4.90 
7 AAI Re.searc;h Corp ......... ().20 

• Aci!!!tD COI'p ....................... • Ce1111i Cv~, "'""""'""""" • Hrr>OM~ orp, '"'"'""'"" • Panlll!lcrle,II'M: ................. • s.tt~n C!l. .,., .................... 
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CHEMICALS- MISCELLANEOUS (Continued> 

PRIC£-~IIN'"GI RATIO YIELD (%) 12-IIONTH PRICE IICORE 7·YEAR PRICE IICORE 
=-=----=co~•:::••:::"'::...--~·~•.:...• !: .. ~"!.' ___ ...;""'=:::' .. ::':....--~••::•~ :w:::::• ____ ::co::•:::'":::.:."'--....::AM::T:_ :w:::::•----="'"'='•:::•o:.'--....::••:::•c... 

l ,...... ~mlc:~~l ..... . 
~ GAF Corp, ....... ., .............. . 

: ~:eo~:·:::::::::::::::::: 
5 s.ti:MI C:o. ............. .., ....... ... 
I PPC':i. ~nG~.J•tr+.i. Inc. .. .... .. 

~ :.o=;o&.,~: :::::::::::::::: 
t RAI ~h Cw~ ....... .. 

10 c.tu• CorJ:I ...................... . 
JO~,Iht.. .............. .. 
10 tlfttt.d-GLIM'd!.n, Inc .. . ........... 

n.liio 
22.40 
21.10 
18'.40 
18.10 
16.70 
12.50 
12.40 
ll,90 

1 1.ut:N1~ CMp .... ,.,., .... ,.~,. 

~ =ceo::.:::::::::::::::::::~:: 
4 Park [*'troc.._ft'lleal ...... 
s At;Ma Cbrp. ""'"""""""'" 
6 GAfCorp, ....................... . 

: =::~~:·:::::::::::::::::: 
7 PPQ lndtJatrles. 11'11:. .. .... .. 
7 AAI ~rdl Corp. ........ .. 
7 Unl1ecf.QUI!rdllln., lilt ..... .. 

Allltl'llllp.,,,,.,, ... ,,.,,,,.,,,' 

5.20 
1.40 
O,tiD 
0.50 
0.40 
0.20 

I Ethyl C.,. .... , ................. , 
2 PPG lltiM.triN, 1~- ...... .. . a GAF ~P.- ...................... .. 
• lubti~Q! (:(Wp. w ............. , 

5 S.torJ Cg, ...................... .. 
6 RAI RHHrcll Carp ....... .. 
7 AcetoCatp, ,.,,, .... ,.~ .... -
8 fllll'll E:~tro~:t.ml~•l .. .. 
I Pl!m.aote, IM, ... _ ... ,, .... . 
10 c:,ws co~~- .................. .. 
II -C..p ............... .. 
11 unlted.auardlillr'J, 11'1(. , ... 

.\Yt11'11it' ""'"""""""'" 

COMPOSITE STOCK PRICE MOVEMENTS 

MARKET TRENDS 

• 

11?,70 1 P.l'kEt.woi:Mmk:.l...... 110.80 
lOSI.62 2 QAF Carp. .. u ......... u......... 116.18 

~g~:!~ : J::a\=r~:·ine· ... :::::::: ln:~t 
88.72 5 Selofl Co ............... ,"""'.. l$1.&7 
90.71 fj ... nti.5(Jttl, Inc::. ................ 120.15 
90.21 7 LubrtGI C~p. .................. 84.35 
18.50 8 RAIIWH$tGI) C~;~tp. ........ 70,40 
85.20 t ~Corp....................... 3.93 
83.42 10 ¢$hit Corp. ~ ........ " ........ . 

10 ........ c .... """"""'"' 
10 Unlt.t.Oulnlial't, ln.: .. ,., .. ... .,.,.. ..................... .. ei'.io 8!UO 

900 KI f \ .. -
900 

CHEMICAL$-MISCELLAN':_O!'S / , " 600 600 , __ _, 
, 

300 7 
Jl 

/ 
300 _________ ... 

--- -------
0 

NYSE COMPOSITE INOEX 
D•cMnb•r U70 ... 100 

0 0 I 1,, 010,01,, o 1,,, 1,,, 1 •• , 1,,, 1,,, 1., ,·r. o ,·r,,, 
I I o I 1981 I 1982 I 1983 I 1984 I 1985 I 1986 T 1987 11988 I 1989 

0 

1978 1979 198 

c 

( 
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Moody's Investors 
INDUSTRY REVIEW 

Junel2, 1987 

CHEMICALS - SPECIALITIES & GASES 
COMPARATIVE STATISTICS 

'"' PRICE. IIAIIICE f.ARNIHGS PEII Slt"RE -- BOO' S.'rKML0fl:5' LONG-
CoNPA,tj'i EKCH SYMBOL (52 WUKS) IECENT lAT(ST IND. VAlUE EQUITY T£RM 

tUGI\ lOW ,.II ICE 12 •os lti!l .... lt83 OIV, PUI SW (~MilL) DEBTM\~ 

Air Ptodutti. & Chrmital~. Inc. (lJ ...... ......................... NYS API) 4811~ 2911, 43 liJ 0.00 2.!1!; 2.26 1.1a 0,80 18-~7 I.IOO.IC 33.00 
AndrQS AMI)IliB'r!i In!: • .,,.,,.,.,., .......... . , .... , ...... OTC ANDY III Is~~ ••• l'i1•4 (!] 0.48 0.15 0.68 0.29 Nil 3.63 9.20 ... 
Applti::Q Sto5yst,m5, Inc: Gl OTC ABIO [I 44~• 211.·~ 2:21,2 0.78 --- 0.58 0.33 Nil C!JG.3i lll81.2C --
Bi!l:f l.Abaratorn!~:s. It!~ ffi ·······- .............. ............. '" OTC OETZ lil491.~ 32\J~ 44~~ III 2.23 2.33 2.33 2.06 l.40 12:.95 204.00 --
C-1-L, Inc. [!] .. .............................................................. TSE CL~l ·- ·- "' III o.n 1.75 1.59 1.09 0.40 24.05 ~91.00 ~~-30 
Ctlbol Corp. IT] " ..... " 

,., .. ............. ......... NYS CST 40 27l!J 36~·J III2.33 2.22 2:.8~ 2.00 0.92 21.16 59l.l0 37.10 
Ch!frnod Corp. ...... .....................................•....•... NY5 CHE 431,;! 2911~ 351.11 [!) 0.76 2-15 2.00 2.17 1.60 8.3.9: 11'!1.M 2Ei.3o 
Crompton & 1'\nowle~ Cor~). .......................................... NYS CNK 221,1 15~, 2PrR Ill 1.3> }.10 1.16 0,91 0.~8 7.20 ··:~ 20.90 
bel~~ Corp. .................... ........... . ................................ OTC OTRX. Ill 421q sn-~ 

,. 00 UiB ;H)I ~.so 2.51 1.20 25.20 39.8 11>.30 
010~K Corp. ~ ......................... , ...• ...........•... OTC ONfX III361,J l2irM 27~4 1.60 i.37 0.97 0.72 

11> "" 
[I 9.99 l!J4S.SC [I 0.50 

l:~:lf!:~ Ch~::mi!;:al Corp •.... , .................................... ........ "'" ES.X 35 20111 301ft w 1.44 1.4Q 1.~0 0.60 0.60 g,,§7 59.40 32.80 
Frrro Corp. ................................• ....•. ....... ............. . .... NYS FOE •• 32:!,.4 44~4 [J 3.54 1.32 2.53 3.04 l-32 32'.72 223.3 22.10 
Fut1e1 (H.e.) Co. I!! .................................. .................. OTC FULL III as1.J 1411;> 35H~ 1I12.oo 1.44 1.40 1.47 0.42 14.25 135.50 20.50 
Gr•at L~i!~ ChltmL!;al CQrp ...... ....... ASE OLK 61S.·8 30 57 IDL79 1.93 2.38 LS3 "' .... 11.50 >16.3< 39.60 
Oro.,. GI"'Oiip. lnt;. Iii ...... "" GOO " 10l.rll I OJ.~ O.!i7 0.93 0.78 0.77 0.30 (!) 6.04 lil80.1 r!l33 70 
~awll'l' h1tcrna:icn.al, Inc. ..... , . .................................. NYS LAW 1911e 121;1 191.~ IV 0.74 dO.JI O.EHi o.sa 0.5~ 3.15 .. , 6.20 
lDPDm1i, Inc. fl] .................................... ............ . ....... N'!'S LRI 21,.6 J2&·j1 191,, }.00 0.80 l.07 0.9;2 0.48 ID e.1o ID 52.eo [J 5.00 
L1Quld o\•1 Cot& ........................• ............... . ............... OTC t.AN.t. ID S6~'~ 271.~ " !II2.42 2.412' 2.07 I.BO 1.60 2.<1.16 338.70 :32.70 
Loetlt~ Corp . ..,. . ... ........................ ................. ... ....... NY> LOC 6JI•~ 38~-~ 571t 2.)'9 2:.~6 2.24 2.67 1.00 I!J16.60 III15-3.60 1!1 B.IC 
lV'.acDifmlo. In<;. iB ...... .. . , ....... , ........ , ... OTC MACD m 341 i 17 29 1.34 1.04 1.?5 1.9' 0.52: ID9.3s f!l.l4.10 I!J IB.90 
Nlllt;Q Ch11mi1;41l Co. .... , ... ........... NYS NLC 3SI-~ 23t.~ ,. 01.6'2 1.87 l.8li 1.64 1.20 8.92 .1107.50 6.40 
NCH C(lr~.li3 NYS NCH 36~·2 26~~ 3! l'l 2.00 1.77 l.S9 1.35- o.n GJ 16.30 1D J~l-40 []9.20 
Ol!l~.ili3 Produt!L!'t. I<IC. ........ "" ......... ........ .., ...... NYS IOt<T .321·] 26)•11 28~. III1.60 2.24 2.88 1.<40 1.52 16.22 26.501 5.90 
Pf'nnw~:~l! Cor~ .......................................... NYS PSM 61 44 5711. W3.64 o.os J.V :ua 2.20 33 . .29 374.5.0 30.20 

P~t~ne Corp. l!:!l .. ·············:··"··················"'"'·"'"·'""'''" OTC PI.IT UJ l4l·<i 23~· S4l.o~ ff:ll.S1 1.91 2.18 2.47 1.121 13.55 164.60 2:.7C 
Procluc\f. R~$!il;~r.;:;,:. Ch~Jrruc:~~l Corp. Q ...... NYS PRG 211.'1 14):~~; 17111! 0.76 0.65 0.43 0.4B 0.32. 5.30 50.1 3;.90 
Qu~ker Chcmicn~ Corp ........... , ...................................... OtC OCHM 0 J91:l 12 HH·d m 1.26 l.OSL 1.05 1.02 0.50 10.0f. 66.70 11.20 
~~ichl'lold Ch~ll'lical!l, Inc ............................................... "" ""' 48,,? 28,.e 36~·· [1.2.1S (13.8!;1 3.~3 2.74 o.ao 22.00 196.10 2.9.40 
SO!:!Uill Corp. IIJ ~ ........................................... NVS SQAA 7J~·· ., 62~·· III s.20 3.41 3.36 1.35 0.60 0.60 6~2.00 2'9.70 
Slepan Co ................................................................... ASE SCl .. 281..·4 39~4 [I ~-$3 1.a9 U]6 l.7S 0.80 19.06 ss.oo 30.50 
wo,40 co.~ .................................................................. OTC WOFC [1J 46~· 20J,.a 301!6 [iJ l.54 1-2~ 1.~5 1.07 1.52 4.33 ::12.50 
Wit~;c Corp. .. ............... , ... "" Wll 47~~ 31118 391.z JII2:.93 2.~7 2.85 2.40 1.1.2 20 2 t 4~~-50 15.3(; 
~--r~-- -
NOT£: An pet ~h II£ 1101. for ~otk, :~~!./l!l~. d1v, l!J F1~~;al y~:~ar i!!nth 51/$0. [!) l9S6. ~ :365·<1•Y· l)l9S6. 0.47. tri Fi~al ysar ~nd!. 6/2:9. ~ 1985. IDCo.l:lOE'~ lliJt r~Jport u~hmm li.torn. (l: U.~. 
S ~ulv;tlljlnl. ".!. l981!.i. ~-!i6 ~f=i:sc;!ll )l~br ends 6/30. !D! Plu.!: !ilk. Ill J=i!t.l!il )'t'i!lr' *l'ld! ll/30.llllfi!IC81 ~er end':! 2128.1!!1 Fi~l rear end-. 3/31. ~ F1~-G<tl ~~ar ~~:nd~ 4130. ~ na;cal yea( 
er.d~ I 0/3'-. ~'.Form~~~)' SUfi Chemlea! CorpD ~iseal 'learellds 8(31. 

Copyflght 198 7 by MOOOY'S INVESTORS SERVICE, INC. 
PllbJie.auon, Edltorialal\d be<-uliVt Ofli«~. 99 ChUrch Street, Nww York, NY 10007 
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CHEMICALS - SPECIALITIES & GASES (Continued> 

FINANCIAL DATA-LATEST ANNUAL RANKING$ 

NET INCOME ($MILL) OPERATING PROFIT MARGIN(%) RETURN ON CAPITAL(%) 

••• 
REVENUES ($MIU.) 

COMII'AN'I 'lifo AMl lANK CllMP-"'''f '811 AMT IAHK COMPANY 'lfi AMT ="::"::'-----'CO""'M::PA::N:;.V __ _,·I':;.::AM:,l:_ 

1 Ait Pwldutt& & Cl'l6miUir. 

J ~~=t~~. :::::::::::::::::::::: 
>4 Patw~WZ~II Corj:l ................ . 

6 c ...... '"'·"""""""'"·""'' 6 Rl!idltmld Cl'll!l'l'rlicel~. Inc. 
7 Nltco Chemica! Co. .. .... .. 
8 ,t.r""'COrtJ ...................... . 
9 liquid Air Corp, ............. . 

1 D fullrr (H.8.) Co .... ,.,, .. , ... . 

li =rlt~ ... ·:::::::::::::::::::: 
13 Graw Group. In~;, ........... . 
14 Betz Laboratorie!., lrat. .... . 
15 Cherntd Cbrp. , ... , .......... .. 
16 Gl"'llllltlaloler. Chemleal ... . 
17 P~*HI!i~e Cotp, . ., ... ,., ...... . 
18 L~' Corp. '" ............... . 
19 Stet;Nn Co ........................ . 
20 Crampton &. Knowl~rs .... .. 
2l Enu Chemltiilol Corp. .. •. 
22 ~~~t CMmle.tal Corp .. . 
29 t:tt.~Ronal, Inc .................. . 
24 La11't~ lnli!thllllliOntl, lnL':. 
25 DttA-. Corp, '""'""''""''" 
26 Ptoducti Rfl!i. & Chi!m .. . 
27 MKOI:I'TI'!id, lnrw ............ .. 
26 Oawte Produeh, Int. ...... . 
29 WD-40 c. ............. ' ..... .. 
30 A~ied Bios~stetn~. lne. 
31 Oi011q11 Co(p. ,., ....... ~ ....... . 
32: .Andro!> A.t'UIII)'Zers Inc. 

l,982,JO 
1.U5.00 
1,l091.t0 
1,107.60 

934,10 
761Ui0 
736.70 
725.20 
510.60 

~ 5?8.50 
w374.60 

t!j nA:ig 
~.44.40 
31tt.:w 
300.30 

ID ~:2:gg 
2S!UO 
.213.20 
205.60 

lll
12!.10 
105.00 
J03.50 

94.20 

m U:!8 
79.50 
69.40 

Ill 51.80 w 4&.00 
12.00 

NET PLANT ($ MilliONS) 
lANK COMPAN'I' 'il~ AMI 

1 Atr Pfodu~tr. & Cl'ltmica!! 1,829.10 
2 L~id Air Corp. , ... , 47$.!0 
3 Plt...-.w!f:ll Corp ......... 436.30 

' C•t4..lnt ................. , 42~.40 
5 w~ Corp, ........... 36?'.80 
6 Sect4-n'l Corp. .. .......... 304.30 
7 "4al<;.o Chemical Co. 280.20 
8 Grwt Lak'$ CMmiQa"i"""" 209.40 
9 ~tthhold Chemicals, ~~~: 201.00 

10 F•rt·on Corp. ,.,. .. ,,., ............ 153.10 
11 Beu.L.ll!borii!IO(Iot~. Inc. , ... 144.10 
12 F~14!r (~.B.) Co ...... 109.00 
13 Pevome Ctuj). .. .............. 94.10 
14 Stllpllrt CQ, ........................ 
1 S Grt.!w Group,lnr: ......... , ... lil ~M8 
l6 C::m~.o. Chemicaj Co~p. ~ g~:~8 l '7 l..~tilt! Corp ............... 
18 NCH Corp ................... SHO 
19 Ctn!!medCurp ...... , ....... 4Ei,I>O 
20 QUilkl'r Cht~"111:SI COfj). 29.5-0 
21 CtMII)IQfl& Koowlt~ ..• .'. 28.SO 
22 MtcOetmid, Inc .............. 24.60 
23 l.~f 1111,rnillil.'ln,.1.1nc. 22.40 
24 Oett8:' Cor:p ............. , ....... 21.60 
~& Praduct5 Rq;;., & Chem .•. J 7.60 
26 Oliltlite Produ¢h, Inc, ~~-10 27 LINftg.n;,!, Inc ••. , ........ ::::;; 1.80 
li:B ~~~ lillo11.~5.tA~~. lt>Q:, 9.80 
2!!: mGne~~: Corp .......... , .......... !t.!ilO 
30 Andfo~ Anilt)',ur.; Inc. ,., uo 
31 W0-40Co ....................... 2.10 
32 Cabo! Corp ................. 0.60 

1 (:.&bot C"p· ..................... . 
2 Wileo Corp ..................... .. 
3 NIICO Ch1U1'1ttill Co. '"'"'" 
4 Pfnnwalt Ctnp . ............... . 
5 Bttz LitborP:orlts. Int. "" 
6 Liquid Air Coti!) ............... .. 
'I Great Lake$ Cktmical .... .. 
8 Sll!qua Cert:~ ..................... .. 
Y Ferro Corp, .................... .. 
10 lt~¢tite Corp .................... . 
11 Fulltr (1-(,8,) C~;~ ............. .. 
12 Petrolite Corp ................. .. 
13 NCI-( Corp ................. , ..... .. 
14 Aeid!"olCI Ctwtmictlr., II'IC. 
~ 5 C·l·l., Int ......................... .. 
11b l~twt:•r lnt~rn.•tiQI'IIII. Inc;, 
17 WD·40 Co ........................ . 
~ e Apr:li1d Eilo;ys1ems, Inc. 
19 Gro~~o GrvJup, Inc .............. . 
20 Crompton & Knawle-5 .... .. 
21 Enlf• Chemi~;.~l Corp ..... . 
22 Quaht CheMieal CC)ff). 
23 LEI-tRonl!l!, Inc, ,.,.,, ... .,, ... .,, 
24 5tepat'l Co .............. . 
25 Oftlnlltll Corp ............... "" 
25 Products ~~s. & Cnem. .. 
27 Cl'!•rt'lfdC¢rp ................. .. 
28 Atr Products & Chemicals 
29 Milt;O.rmid,lnc .......... , .. .. 
SO Oakilt Products. Inc ...... . 
31 Oetrex Corp. . ........ , .. ,., ... .. 
.32 Andro(llo Aot:I)'Ztrt. Jnc; ..... .. 

73.10 
65-20 
63.70 
51.90 
35.50 
'84.70 
26.80 
26.IO 

m 24.10 
1:.123.20 

18.00 

mg:rg 
1'6.90 
)4.50 
12.90 

(f.] lb:!g 
11110.10 

..90 
8.80 

liJ 
8.50 
8.00 

I!J ;::8 
7.40 
6.BO 

r:::-t 4.70 
~o:o~3.80 

2.60 
!',!.50 
1.10 

RETURN ON HET PLANT(%) 
RANK COMPA.H'I "II:G AM'f 

1 !>torn~,: Corp. ~ 12'6.00 
2 Appli1d 8tQii.Y~t~;;~:"i~~·."' 106..20 a l..<twter tnltrnattOI'Iill, Inc. lil 51.68 • l..e11Fion11l.lrn: . 51.20 s Productti R41'r... &"C~tm:--·-- [!]41.81 • 1..0\':tlte-Corp . .................. :: 40.15 
7 AndrO& Anal~zer!t Int ....... 33.S? 
8 Crompcon & Knowles ...... 

liJ ~~:~8 9 NCM Corp ................ , ....... 
l 0 Qu•k•r Ch•mln• Corp, 28.94 
II lkU UIN.lt1ttQri,$, In<:. ,;; 24.67 
12 NIIICO CMI'TIIC&I CO ........... 22.n 
l! Oakite Pfodu\':1!1., Inc. tt.;o 
1.41 PetroliteCorp ............. :::::: 18.55 
1'5 W•tr;:QCQ!f ....................... 17 _,3 
16 fuller(H .. )Co ............... 17-3ti 
1? Ftrro Corp .. ,.,., ............... , w lU~ 18 MacOermid, lflt. .. ............ 
19 CI'IIII!"Wd Corp, """"'""""" 14.70 
20 E:!l~e~~ Chemiul Cori;J ....... 1'2.84 
21 Grea! lakt1i Ckti'Titi:lat ...... 

(!] ~~:~g 22 Gn)W GrQup., Int. ,. .. ,,., .. ,,, 
U Pennwal'l Cam ................. JI.~O 
24 O•~rl(t.l Cl:lrp. "'""""'"""'"' 11.56 
2'J Cabot Corp ....................... ll.le: 
2~ Sl•pan Co .......... ,. "''""'""' 8.78 
27 ~ua Corp ....................... uo 
28 Ftl!ie-hhald Ch«<rnitut~.lnt. 7.8l 
29 Liq!Pd Air C~~:~rp. "'"'""' .... 1.28 
30 WD-40 Co ......................... 5.50 
31 C·l·l.,lnc ;c:,49 
u Atr Pr~w,:h,lci"~""&"i;"h~;;;iQ;i$ 0.26 

1 WD-40 Co ..................... .. 
2 PiQux Corp. .. ............... . 
3 Applied Bioi~stem'll, tnc, : ~=~r t~t~r::ion·;·cl;.:· 
6 Betlt J,.abbratorko!-, Inc. .. 
7 Andros -'nit)IDr$ It~~- .. .. 
8 NaitO Chemical Co, ...... .. 
9 Gt!itillt l•~llil$ ChllimiCitol , .. . 

1 0 Products Ret.. &. Cham ..• 
11 Lt;M;ti'ht C~;~rp. , ................ . 
12' Air Pfoduct1 • Chtmlctlli 
13 C.bQI Corp .. 
14 WfteeC:orp ................... .. 
15 Crompton & Knowk!!i!. .. .. 
lEf NCH Corp, '""""'"''""'""' 
1 7 Mli¢l)ermid, It'll!. .. ......... . 
II!: PttrolltiiiCqrp, .............. .. 
1 S Ou&ker Chemtc&l Corp ... 
¢'() Fi•nn\ll'olll( Carp. . ....... , .... , 
20 Sequa Corp ................... .. 
~2 Oe!ttex Corp ................... .. 
~3 l.tiRDIIII, lt'!C. "'""'"'"'""' 
24 hfrO Ctttj'J ................ , ..... , 
25 Fuller (H.9.) Co ............. .. 
26 Gtow G(oup. tne ............ . 
21 Ei!is•x Ch•rralc11l Corp ... .. 
27 Oakite Prod'uets. lf'lt ...... . 
29 St.Pfn CQ ..... .. 
ao c-1-I.,II'IC ................. .., .... . 
31 Fhdchhold Chemit;l!lls, In~. 
32 ChetMd Corp. 

Av111rase .................... . 

CURRENT RATIO .... COM PAin' 

1 Ap~lied Biot.ystems, Inc. 
2 Andr~$ An;~~lyall!q;.lnr.: .... 
3 WD·•O Co .............. ., ....... 

' Ln~ono~~~l, Inc ................... 
5 Olooex Corp, • ~t;f lntern:nii~·~·l,"'l~'.' ? Oetr~111. Corp . .................... 
$ Produc:t:!l R:M. & CMm ... 
'!.1 Qv~tko9f Ch•mit::;tl Corp, ,. 

10 Pl!trollte Corp ................. 
11 Oiilkrte Produe1&, Inc ....... 
12 NCM CQfp ............... , ..... ,. 
13 W4tco Corp, ,., ................ 
14 Elotz L•b<trilt~det., ll"lt, ,. 
15 GrHt Lakto:!l CMmltat .... 
16 GrQw Group, In~. 
I 7 l..ottite Cotg. .. .... :::::::::::: 
19 Croml'l(ol'l Knowttr-li .... 
19 ~ennwatt Corp. .. ............ 
20 SeQua Corp ..................... 
21 Ferf<l Cl'.!rp . ...................... 
22 Cabot Corp 
23. FuU111r C~U.) 6~·:·:::::::::::::: 
2>4 Ma<:Oermld, Inc. • ........... 
~fl Nillll;.Q Chlll!:tnit-111! Co ....... ,. 
26 Chenled Corp. 
27 S\tr;q~n Co ....... ;;:;;;;::;;;;;;: 
2tl fl'fk:lh~Q"CI"II!mlc•ls, Inc;, 
29 Atr Produeb & Ctte«.ltlltl!> 
30 hil.e11 Chemir.:11l Corp ..... 
3l C·I·L, Inc. .. ...................... 
32 Liquid Air Corl-') ............... 

m 
30.tl:O 1 WD·40 Co ................ , ..... , !5.4() 
25.60 ~ Oftl"ft Corp..................... 30.10 
21.80 -o~ Be-t:rt..aboratot'~!l,tnc..... 17.42 
19 30 4 Lawt1r lnt,tl'lolltionlll. Inc. 1 G. 81 
J 9:oo I Dionl,~t, Corp. .................... 1!116: 1 '1 
1
1
a
4 

•• •
8
o
0 

6 NIJ!to Ctwnic11l Cq, ........ ~ 
1
1 !·.

6
es

4 7 Applitd BiM)ISiems.. Inc. w ..:: 
14.10 8 Pioeluct!l Fte~. & Ch.-nt .. l ).8) 
J 4,ao 9 4r'ldrt;~s. ji,NIIvzerr.tnc. .... 11.76 

., 
1
1 ~_.o80o 1 o Ouakt!r cMm~l Cofp. .. 

1
1 o

0 
.. s
4
e
2 a.;.r o;o ll F"11IIRr (1-1.9,) Co .............. . 

12.90 11 Wrtcot:orp. ...................... &JJ10.43 
12.40 13 NCI-ICQr". , ................... ,, 0.2t 
12.00 14 LM~o-nal, II'IC. .................. 0.00 

00 
9.9() 15 G~ow GrOUI!'I, lrw;:, "'"""'" 9.10 
9.80 U Crompton & Knowles...... 9,6! 
9.4!0 17 Pl!!tfOble Cc>rp, '"""'"'""' 9.44 
8.60 l8 01k1tt Product&, Inc....... 8.68 
8.60 19 MacDI!rnild, Inc,""""""" G) S.tli2 
8.40 :20 Pe!1!1WIIIt Corp, ................ 8.28 
8.40 21 E!ose:d:l'letnltatCorr:t. ,.,. 7.87 

lll
8,03 ~2 r,rro C9rp, ,; .... ,............... i'.BO 
?.90 23 St•~n Co. ...................... 'i.!!i7 
7.60 24 Great ~oltktt$ Chemical ... 1':'1 6.5\'J 

m 1.50 24 Loctltt Corp ................... ,. ~o:,.~ 6.50 
r:.t '7.30 26 CabQt C~;r-9, '"""""""""· 1!1.3~ !·_o

0
o
0 

21 Uttutd Air Corp. .............. ~.·o'o, 
' 28 Relthhttld Chfimir.:lll'-• In~; " 
6.90 29 Ct111med Corp. ................ 3.80 
6.70 SO St~uaCorp. , ... , .. ,............ 2.82 
5-:20 31 C-1·1.. Inc, .......................... 1.82 
0.80 32 Ai' Ptodut::ts &. Chemle.otls 0.1!2 

ll.$0 A11•ra1• ...................... 10.40 

CAPITAL EXPENDITURES ($MILL.) 
'I& AMT tA~K COM II' ANY 'lll:i AMl 

[!] 9 . .42 1 Air Pr't.rdutl~ & Ch,JTUc;,l$ 38~.00 
6.n 2 LiQuid Air Corp. .. ...... 130.60 
6.1S 3 GreiJtl..akes Ch•mlcilll 91.60 

~$.0' 4 C;tbo\ Corp, ................... 7260 
~.16 • 1\ial...:o Chemkal c~ ........ , 63.60 
:u5. 6 Wi1cQ C~;~r~, "'""""''"""'"'" EiO.lO 
3.73 ? Ptnnwttlt Qrp, '"'"''"""'"" 5MO 
3.63 $ AeiehhoH:;I Ctltmi~a~Js, tn~;, 40.90 uo • C-1-I..IM, .......................... 38.40 
3.0$ 10 Petrohte Corp ........ 2S-~O 

Ill 278 11 eetz Laboratoril!!i,lne ..... 24.20 
2.6l u F'•rrn Ct.lrp, ................. .,, 23.60 
2.49 13 S.qoa Corp ..................... 17.'50 
2,42 1' $t•pin CQ, ,,., ................ , 14.30 
2.43 IS Fuller {H.B,) Co ............... u:dt·~g liJUO J Ei Grow Gri!:MJp. t~. ,.,,. , ,., 
2 .. 1f4 1 'l £na~ Ch&rnh:al Corp, .... ml.60 
~-~0 1 e: l..ot:til~ Cotp. , .. , ........... ,.,, 9.30 
2.L3 19 Apptiad etGS;'Stf!MS., Int. 8.00 
2.10 20 !)fir•• Corp, , ............... 6.90 
2.06 21 Praduth Re!.. & Chem. liluo 
2.04 22 NCH Corp, '""'"""'"""""" uo 

1!12.02 2 3 g::aker Chemieal Corp ... 5.10 
1.99 24 akttt P«<duc:tr., lnr:: ....... 1.80 
l,76 2a- I.Awtl!ir lnlll!rrr.1ir;m;l, In~;. 1.60 
1.68 26 Andro& Melrl!en IM. .. ... 
1.61 26 Chlll'rnlll!:d Corp ........... , ..... 
U·5 26 Crompton to ~riOWI!Ii$. ...... 
1.49 2e Dlo!'lex Cor,p ..................... 
lAO ~~ l.~.toRCtlilll,ln~;, ,,., .............. 
1.23 26 MetDerml(l, Inc ............... 
1.17 :i!~ W0-40 Co ....................... 

( 

( 

( 
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CHEMICALS - SPECIALITIES & GASES <continued) 
PRICE.£ARNINGS RATIO YIELD(%) U·MONTH PRICE SCOR( 7·YEAR PIIICE SCOA£ 

'': ... :::::•c_ ____ COII::;;:::;fA:;N:,:Y ___ :;AM::T:_ :""::::''----~-"""'"'-''::o;AN:,:Y ___ ::_ .. ::':_ eMA"N:::< ____ ,.;""'::;;:~>A:;N:_:Y ___ ,.M,_T:_ :OA::N::<c._ ___ _,WM~P::AN:,:Y ___ ::'":'''..-
I Ctwrned COfp, ................. . 
2 Gtltllt Ukll's Chrrfth~:;al 
!I .Aooros AMIYHrl Inc. .. .. 
4 J41pliM BIMy~h!m~. Itt(:. 
{; l.~ lnWffiilttOI'Iilll, Inc. 
G Dmmx COfp. 
7 Pft!rotfttr Ct,up. .. ...... ,., ..... 
8 Pr~t1 RQJ;. & Chem ... 
9 M.III~Oermid, Inc;:, . .,,... · 
9 Niilto Chem1tll Co. .. ...... 
II £aN-• Cht!!fTiital CorfJ. 
12 l~,~~;tll• Corp ................... .. 
13 Ben LDbof';aiL'Ifie~. Inc .... . 
l4 W0·40Co ...................... . 
1 S leaRonal, Inc. 
16 GfOW Grt11,1p, In~;, ........... , 
1? Oakite Prodtu:t,,lfl~ .. , .. . 
18 Fui!I,((H.S,)Co. 
19 DkK'mx Corp ............. . 
20 R•i~hh(lld ChewiQII$. In~;,, 
21 Cromplon & Knowles .. 
~;;! NCH C¢rp. , ... , .. , .. , ... , . ., , .. . 
23 P4:1nnwatt Com ............... .. 
24 Clllbot Ctlrp. """'""'""""" 
2S Stcttnn Co ....................... .. 
26 ()uakrr Chtrmic:,l Ct;~rp, . 
27 'WitcoCorp ............... , ...... . 
26 L.iq1.1id llir Corp. .. .. , ........ . 
29 fem!l Corp .................. , .. ,. 

~? ~~~~~~ &ch;~~-~-~~ 
3l C·I·L,!I'IG 

Awra11e ... 

46.70 
3).80 
31.?0 
:;!8.80 
26.80 
24.10 
23.00 
.:22.90 
21.60 
2Ui0 
20.90 
20.50 
20.lD 
19.60 
19.10 
18.90 
17.1)0 
1'!.80 
17.30 
0.2:0 
16.10 
1$ BO 
15.70 
l!.GO 
15-.50 
!~.30 
13.50 
13.:ll'(l 
12-60 
12.00 

1 O.I!.I~PrMUCh.lrK.. ...... s.~o 1 Arldro1 1\l'lill)l:r~W& lne. .... ll'9-48 1 £um.: ct.nmic::al CQrp ..... 

~ ~~U:oAl~~~~-~:.:::::::::::::::: ~:gg ~ ~:::~:,~~-~~-~.:.' .. "" nt~~ ~ ~~!&~!~: .. :::::::::::::: 4 Chltll'JIIIdCorp. ......... 4.50 • lNRonal,ll'k':................... 110.541 4 Stt:Jl(lltJCo ....... , ...... . !i Penn.wall COrp. ·····-······"' 3.80 G fftidthold ClwmK•l~o, Inc. I 09.75 5 Products Re-6. & Chern. 6 NBic;:1.1 C~-c.JI Co. ......... 3.40 6 EIMllt Chemical Cort~. .... 109.65 ti CrOmpton & KllOW .. i- . 1 Cromplo-n i. KMwlr5 ~.20 7 Mfle[}f,fmid, Int. ............ 109.53 7 O.traw Corp, 
'J Dttr.xCQrp, """"""'""'·'" 3,20 8 loctlt•Corp. .................. 10'1.47 8 W0·40Ct~ ...................... . '1 Potrollte Cor~ ............ ,., .. ,. 3.20 9 W0-40 Co ... ,,. . .,.,, .. ,....... 10'1.42 9 f.llr Products & Cl'lernK:als 
10 erulabar'lllorie$-,IOC. .... J.lO tO ~roltt•Corl). ................ 104.89 10 Pt.lnn-ltCqrp, """'"""" 11 Ferro Corp ...................... 2.90 11 Fullret (H,fU Cp. , ........... , 104.75 \1 Gn:aw Group, Inc ...... , ..... . 
12 Orow Group, In~;. , ........... ,, 2.80 12 ..,ir Products & CI'WIM«.':.IIIIs 104.28 12 NCH C4:1rp .................... .. l2 l.awterlnt~~trmtllonal,lnt:. 2.80 13 Nak:oCI'IetniU.ICo, """" 104.12 13 lllwterlnternabM8l,h\(:. 
:~ re~~e~C~miZarc·o;p·_ ... :: ~::g :: g:=~:.K~~-~ ... :::: l~:~~ I; ~:r~~~~'l'ta~m·;c·ay~:·i~e: 
Hi Cilbol Corp .... , ....... , .. ,.,.... 2.50 16 Grow Group, Inc ............ 103.25 16 hrroCorp ..................... .. 16 I..~$Ron'lll,trw;. .................. 2.50 17 Pennw<~lt Coil) ......... ,..... tOZJ.Ol 17 QUJikarChqmil,;;,.l Corp ... 18 NCHCorp.. .2 . .10 18 Wll~oC6rp. .................... 102.96 1-8 Grwtllllm!!-C~ic;!'J.I , .. . 19 R~;~chholdChem~C<~Iti,lnc. 2.20 lg St•tRnCo ...... - ........... ,... 102.03 19 Ma~O.rmid,lnt;, .......... . 20 [r>~ex CheMh~lll Corp ... ,.,. 2 00 20 Quake-r ChamitOII-1 Corp, .. 99.78 20 Liquid Air Cofl'i ........ , .... , 
~£ s,•,•,••,~.!'"",·,,···&""c··;_·,"m··,',·,·, .. ,· 2.00 21 PilCH Corp ...................... , 99.20 21 BMz L*bor•torii::~-, Inc ... .. -."' F''""' ,, 1.90 22 Ptodut:t!. Rft$. & Che<~. .. '98.82 22 CMmed CGrp . ........ , .. ,.,. 
23 M•cOormtd, II"'C. .............. l.eo 23 Betz l.~bor•tGrt~ts, lt~r:. .. 98.47 ::!.3 Cab61 <;:orp ............... , .... . 2!1 Products RIM. & Ctu:r:m, , 1.80 24 lawtt!'r 111tttr'rNI~ion•l, lrlc, 98.2'9 :(4 OilkiW Products, Inc. 
25 loctit. CQr~. .................... 1.70 25- Ciibot Corp. ............... 96.1 i iS Naleo Clwmi(:¥11 Co. 
26 Fuller (H.8.) Co. .............. 1.20 26 l1quid Air Corp. ,.,., .. , .... ,. 94.88 26 loRol\lll, Inc. ............ .. 
27 Grt'llt liikes Cl'li!Mtcal...... l-lO 2J Clwmfl-0 Corp, ................ 94.63 2'1 Pt-tn)l~ Corp, ........... . 28 S.f.n'!IU& Corp ............ , .... ,.,., 1.00 28 O&kite Pttldt,n;n., II'IG. ...... 88.30 2$ AOOros Anai1Ztf~ lnl': .. .. 29 Androi ..,nar;zers loe. ...... 29 DetreJC Corp..................... 87 21 28 Apl)lilld Qu',l$y$tflms.lnc. 
29 AtX~Iied ~imy!l-tem$-,lrll;, 30 Al)pJied Bitr.l:y:r.tlllm'l', Int. 73.63 28 C·l·l, Inc ........................ , .. ?!'I C-1•1., In~;. ............... 3l C•l•l, IMi;,, ,, .. 28 Dlan~x Corp. , 29 Oior1e~ Cotp .............. ,,.. . . . 31 Stqu_.. Corp .............. ,..... .2B Sttqv<t Corp. 

Aval1!£8 ..... .,,. 2.40 Aw111~ ............ !ii!J-90 A~r,se . 

COMPOSITE STOCK PRICE MOVEMENTS 

MARKET TRENDS 

~ 
I 

I 
I .... 600 600 , 

CHEMICALS-SPECIALTIES & GASES ,.._; 

"' /' -· , __ """..... ·, 
~ ,.,..-...,., .... , ..... ., 

./' 
-~ ... -

400 

200 

400 

200 
NVSE COMPOSITE INDEX 

I I I I I I I I I i""""" TOwiOO I I I I I I I I I t I I I I I I I I I I I I I I I I I I I I I I I I I I 

0 0 

1978 I 1979 I 1980 I 1981 I 1982 I 1983 I 1984 I 1985 I 19EI6 11987 I 1988 I 1989 

125.74 
l2'2.66 
120.51 
118.59 
lli.64 
I 10.5'.1 
10!1.00 
101.36 
lOl.C)l 

96.64 
95.83 
95.47 
93.S6 
92.68 
92.61 
91.86 
90.51 
89.37 
87,22 
86.21 
8~.77 
81.90 
76.91 
7&.22 
71.19 
71.0:4 
59.96 

''"- "'' •r -~.--> ..., •. ~-· 

BR001056 
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" !.. 
I 
' ' ' • • 3 

' ~ 
• • 1 
1 

·' • .. .• 
•• .1 
!!. 

·' ,7 
1 

• 
•• 
' 
·' ·' 1. 
,) 

·' c!_ ... 
.0 

~ 
i.t 

••• 
" ~ 
'·' '·' tr ... 
" ;:;-

~·: I !J 
.I 

" .3 

!:t 
1,1 ... 
!.!. 

'·' '·' !:1 
••• ... 
~ 
2.0 
o.• 
.!.!. 
••• ,,. 
u.. 
·' 1.0 

.!,!. 
1.1 

'·' 1}.. 

""' ""' -

WHOlE$4lf"S ·CHEMICALS ' AlliED PRODUCTS Oltf i1f1 113 
C-Dito .,. " •• tiMMI --1 .... 

" " " 1 " U1W1UIIIIi6d .. " , • ' • Ollllilifitd' • ' 17 .. 1 " RIWI-11 lJATA MO'f -.vl'!l.UU' " " .. " ' " i:IMI!IIIIII " " " " I 1 ,. ..... .. .. 
11~11/10.11301111 NSI101111'4f3:1/UI t:m•· ... =- li1IOIIJ. -''""" '"'"' ''" ..... ·- -.. 141 .. 
• • • 10.:!1 "' 1.1 

n.? 30.0 :u,lil 
2~.) 21.:1 2U 

1.7 ,,, ... 
?1.4 '14.'1 7(1.4 
ll'i.$ .... 23.3 

•• •• ·' ••• ... 0.0 
11)1).(1 100.0 100.0 

liJ,I ••• ... 
••• •• .. 

2.U 31.2 2M 

" •• •• ... "' ••• 81.~ 52;.7 u.a 
10,$ lU U.!l 

·' •• '·' ... '·' •• ~0.1 !5.2. 31l.2 
IOtH.I 1(10,0 100,0 

fOO,C 100.0 100.0 
34.1 2 •. $ IIU 
;10.1 "' 1!1.1 

•• '·' ,,, .. , ·' •• '·' ... .:u 

'·' ... ••• ... Ll ' . 
" ... ... 
I .I 1.2 ... • .. " .• ' .• 

" lUI .. ••• .. .., .. • •• .. ••• ., 1.7 
1111 'l.:i .. ••• .. ... 

"2i"'1Bo " lti " IU •• • •• " '·' " ... ,. ... " ••• •• u 
-,;"'"' 1:1.~ " 11.1 " 10.4 •• ••• .. ,,, •• ... .. " .. ... .. ••• 

7.0 II ... 
15.• H.!! l;,.:z 
H.(l n.- 11.4 

0.1 '·' " (U) " (1J2) ... .., 
1 .• ... 2.2 - ••• '·' ... 

1'01 ••• (171 !.I mt •. , 
'·' 1.1 '·' .I . 2 •• , •• •• •• 1.0 ••• 
'·' '·' 1.i ... ;!.! '·' ,,, .., ••• 

"'·" 2U 20.0 

'"' au (1.0) 11.~ 20.1 
0.3 ••• '·' U.1 IO,Z 11.11, 

••• .., .. 
••• '·' '·' lU s~.oi )0:.1 

IJ(I,!!I u..o 13.8 
14.7 10.1 7,1 ... 3.0 u 
••• '·' ... 
••• ••• '·' --·· ·' •• •• ,. il 1.4 11111 '·' ,,., u ... .., . 

••• u 
f'JI ••• 1111 ... 

••• ... -·· 11071.W 1Mto11M ·--.,_ 4ft,'U:III .... -

.. ,_ 
'" AIKT81Zt MI. "' AU 

' 211 NUMih Df ~r•n•rs "' ... Zit • • :t.Nns • • • ,,, Ctsh l ll:luillll'"'' ••• 0.7 u 
3:6.3: Tllllll -.wt~lt.t , (lilt) :Jit.l :Jf.S il,.t 
2:1.7 I"Ytntorv 21.1 :U.2 :IU .., Ajt Otfllf Clrl,.fll 1.1 ••• 2.1 
?i.~ T1111 c..,.,ltll'l '15.0 lU 11\1.$ 
17.11 Fil1d A11111 (Mil U.4 11,'1 10.1 ,, llllllltiolll•• (lilt) .• ,, ,I ... All Otlltr HIR•CIIrltftl ••• '·' ••• 100.0 to111 11'.10.0 100.0 100.11 

UAIIUl1U 
11.2 IWDI:tlt ll•r•III....Sflllll'l r•rm 11.3 10.1 10,& ... &11r. MM,.l/T/D '7 ••• ••• 30.(1 T'id• hrabltl U.3 U.l sc.o 
' llltCIMI TI.O ... y,.lilr - . 

••• Nl Oll'ltr Cwt'flnt 11,1 10.1 '·' u .• 'tDUI t:ur11111 U.4 !loO.t 111. I 
IO.Ii LIMit Ttthl O.llt '·' 10.8 '·' ·' o.~ ...... d , •••• - . -1,$ All Dthtr NM.Ct.~tl.~l ... 1.7 ... 
U.1 ... ,w,rtt. ~~ ... 17.0 Jl.$ 

IOQ.O Totti t.l1bili1~1 i. N111 Wel'lh 100.0 IOO.Q 100.0 
INil:(JflqOATA 

100.0 N1thM1 tQQ,Q 100.0 100,0 
:1'0,1 Gran llml•l 2U H.a U.3 a a Ojlltltlllt f.IIJI~I'IICP' 21.$ 2:1.2 n.~ • •• o,.,.,,i.,Dfl,ollt 

·~ ..7 '·' • j"l Othlf b.-IIIU (~It) .3 •• . 7 

'·' Ptll'll'it ' '''" T111s '·' !.I " fiATIO$ ... 10 ... ••• ... C'urrtrol .. , 1,< 1.0 
••• •• I 1.1 'I 
1,2 1,1 ... 1.0 

•• OM'I~k •• .• •• •• •• •• ·' -" 11).0 " 11.0 .. 11.$ .. .. , 
" ••• s••••lfllttlnblu •• • •• .. • •• .. 1.0 .. ... .. ... .. 70 .. .., 

" 

" 14.~ •• lfi,O •• 11< .. IU .. .. t'.:IU1 PI$11A.I/In"11~19f"j' 

I 
.. " .. '·' .. ... 

" 1.0 " ... .. '·' " ••• 
" II,? " ·~"' .. 15.1 " lUll .. .., CCIII ~f $11 .. /Piylb)ll " • •• .. .. ' .. 1.0 

" ••• " • •• .. ,, 
" 1.0 ... ••• 1.1 '·' '"·' Silu/Wortlft!!l Ctp-1tl tH 16.!!1 \~.? 

U.i u.• U.:l .;tU 

••• ) ••• " ••• (239! '·' i:IITJifttlfUI 120$1) 2.1 (2311oJ ••• U1tJ '·' ••• • •• 1.2 ••• ... '·' .., 
"•' Plolil t O.pr., Dap .. • •• (jUt '·' "''umJc):orr. M.at VTIP (1U) '·' IWil 3.' !UO) •• 2 ... 1,4 ... 1,0 

•• •• ·' ·' .. ,indi'Wtmh ,, •• .I ... •• 1.0 1.0 
1.1 1.> ,, 1.0 

••• O.bt/Wor~ll ... 2.0 ... • •• •• ... ••• 
a~. I 'i Plofi!ll4fOIIT•~•.t'I'IRI'IIJit 31.1!1 :lUI,$ Hz 

(2:60) 11.1 (~II (I) ;ru (UOI t:U (2U) 1U 
'·' 14111WIIIntl 10.1 ... ••• 11.6 

'Ko PrVftt l1l111rll T•••s!tot1l 1~.3 IO.t 11.0 ••• ••• .., ••• 1.7 A11111s 1.1 •• 1l 
$1l.:t .... 2 .l!li.l 'liUI 
21.1 S.III11'N•1 Fi~td ..... ,. )4,1 25.7 U.l 
10,6 11.5 ••• ••• 4.0 1.0 ... ... 
3.2 Stlti/TII'I~tl AN''* 3.1 '·' 2.0 1.• ••• 2.4 ••• -.. •• •• •• I~Uj '·' 'lit 01111~ O•p .. AIMrt./$1111 (l41) 1.0 12UI 1.0 I:Z111i 1.2 
2l u ..o ••• .... 
u •. o ••• .., 

fill) u ' Qtlll!.tr•· ~ji/Stl•1 110.4) ••• {lUI '·' {Ul ... 
7.1 ••• ... • •• - iiiiiiHI1M N•l ~~. f'l ......... iii14UM -1~ 

1ti'J't'lllll tlllii1DMM T0\11 ~••tt ftl "'- "''"M 1tiOOJ4M .... ~ ...... ~ 
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May 15, 1!187 CHEMICAL (BASIC) INDUSTRY 1241 ' f This indu.stry poup i1 DOW reviewed .-ecularly in 
Edition 8. Producer• of ·~laity chePJi~al• arc nviewed in Ed.itlob 3. Diver~~~ified ch~rni-=al manu
faetqrers are u-vi~ed i.- Edition 12. 
Gains from intet+nalional trade in 1987 ~ likely to offse-t we-akntH;&.;,a; in three key dom~stic 

m-arkets- a.erleultu*'et housing1 and automotive. In ract, .. odest volume growtnt price increases 
gre.at~r than raw mate .. lallli price hikt'!s. a high 
capacU.r utilization rat~. benefits from. re~ structunng. the lower doll~t-r. and declining interest expenses should all .,dd up to outstandinr ~arn
ings ~mparisons thb year. 

Protectlonhd measures takt;!n by the United Statei: may well do more •rm than good to the 
~hemical industry. 

Rohnr. alf.d Ha.ss common and DoUJ Chemical 
sho~~res are likely to ou~rform the .year-ahead m.arQt averae_es. MO$t of the other- equtties in this group will probably k.,.,p pace with the market In both the year-ahead and through 1989-91. 

Mod.eat '\t'bhune Gr-owth 

Chemical products ~an _generally be ~roken dow:n. into five categories-agricultural t:benucal5 (fertilizers and pe~ticides) organic; ehemicahi (ethylene. benzene, 
propylene. and styrene used for plastics. fibers, d.eter" 
gents~ pharmaceuticals, adhesives), •ynthetic_s (ft~rs 
and plastics used in the p~c;k.a~ing, construction~ consurne:r products, and automotive industries), ba5h:: 
.ebemicaJg <ehlorine/caustie soda, industrial ~ases, ])hosphQrous, and sulfuric add used in the P';llptpaper, hie, aChing, water treatment, and the electrontc~ lndus.t.riss}1 and. 111pecialty cheJP.~(!a)s (used for de~rgent!3, -electronic equip111ent1 c::osmetjcs, paint.:s, drugs, etc. 

Consumers do not witness t~ manufacturing process, 
21o chemical us~::~.ge Ia not e'Vident in many products. Ne'l'ertheleSs it's safe to say that ehemicals are utilized 
tn the manufacture of virtually .all durabl@ and :non
durable good&. AJJ ouch, the profits of the.., companieo are very sensitive to th~ level of economic activity. 

General eronornic trends will Work in the •ndustry's favor t.hi!ii ye,;,r. Value Line estimates call for ritodest economic: growth throughout most of the industrialized 
world. In tho United States, an expected falloff in tho housing, con~truction and fatm sectors will ~rtain)y not 
help. But the lower dollar should lead to more chemical 
·exports and increased domel!ltic output from heavy uaere <Jf chemical.e----i;!ppliance manufacturers, thE.! tlectronics 
.and semiconductor industries. and the textile, apparel; 

••••• 111 ... 1$.1!!",,' ~!·'··~·'. ·. 

I INDUSTRY TIMELINESS: 22 (of 91 ll, 
and packaging !Jector-s. AH in all, WI;! expect volume 
gt"Owth to be about 3%- thi~;~ yeat. 
Plus Restrnetutlng Goes A I..ong Way 

In thE ~=::tr)y to rnid-l980s, U.S, chemical CO>mpanies 
~aJited that the aggressive capacity El.dditions of the 1970s we~ unwarranted given lik@!:ly glohal economic 
growth and cum~titlon f.,O>m imports.. A5 a result, restructuring-which included plant closures, asset 5ales and writ.edowns, reductions in middlli'-mana_g(lm~nt lev· els. refinancing of d~bt, and share buybacks-became widely u~d within thP. jndustry. 

Now, in th~ late 1980s, chemical companie.,.. are in a 
poslt.ion to betiefit from their previous painful costcutting efforts. Reduced supply m the face of"mod@.stly incre.a.singderna.nd has lifted capacity utili~Btion rates tQ the mid-80% level. Becaui'le of this tight Gupply/demand relationship, Incre-ases in raw materials cos~ !cruds oil) can 5imply be passed along to customers.. At the same lime, break~'fl!o points are much lower due tQ headcount reductions and B lo.werdepreciable basB. The net result i.s that operating earnings for man.y ofthese Q)mpanies will ri13e at leas!.. 25% this year. With mtere.st i!;xpen.ses falling and fewer shares outstanding, many compa_nies are looking at 1987 shl'!re earnings growth in the n~1ghborhood of 
~0%. 

Protectionist Policies Are Anathem,p To The 
lnduotry 
Most of these companies have a substantia) pt'e$Cnce in foreign markets. Thus. any action which would reduce world trade is likely to be I! net minus for the industry. What's more, the chemical busjness is one of the re~t Alnerkan indusl.J:"ies with a tr.ade surplus. (Jn 1985, CJtports of $22.8 billion outl:'tlced jmports of $1.5 billion.) 

Biles, use of this trade surplus, we think V .S. chemical 
con~panie~ are logical targets for foreign governments looking to retaliate againat U.S. protectionist lcgi.slation. 
'Inve~tment Considerations 

Most. of the chemic:a1 equities have alrtts.dy had huge run-ups in price in anticipation, we think, of this year's 
earnings growth. Nevertheless1 the- sh.ares of Rohm and 
Jft;J.as (a rnajor beneficiarx of the dedlning dnllar) and Dow ChP.mical (~:ill benefit from the lower dollar and fa'VQrable pr-ieing trends f1,1r commodity cherni~al:s} may 
still outpe-rfrorn the year-ahead market a\rera_ges. 
Risk-oriented investor;;,o might want to take a look at 
Unf.(ln Carbide be.;:ause of that compan,y 1

$ ex-cellent earn· ings tJOtentiaJ. after the latest finane1al restrutLuring. Not1e of these eq_uitieil. .stands out over the ~ret:· to five-year pull, althoUgh most should provide inVestorS with good t.otal return~ (capil$1 appreciation plus divi
dends) over that. time from.e Bart &hn.ei.der 
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J••• 12, 198} CHEMICAL/DIVERSIFIED INDUSTRY ·1884 
· Most ehemie•l eompanie5 are llke y to out-

. perform the genf!lral eeonoJDy by a substantial 
margin in 1987. Key facton b.,hlnd the industry'• 
f,pvotablc prospects are high oper11.ting rates, reh•· 
tively low raw JPAterials cosb. and improving 
inter~~ational compl!ltltiveness stemming troJD the 
weak doUor.ln 1988, buainess eonditioPS probably 
will modera~ but are likely to remain generally 
favorable. 

Softne5s in· the chemical industry ieo Cto"Nntly 
· concentrated 1n the agrochmnical segment. A L"Oh~ 

tinued rise in interest rates would p.-oba.bly 
lllpk"ead the we,p.kness to suppliers to inte~lrlt-rat&
sensitive industries (eonstl"U.Ctlon and t~J,ltu). 

No equity in thif; ernul' is rank.,-d lower than 
Avel"are tor Timelineu. The stocb or Et.hyl, GAF, 
Millipore, and National Distiller• are reeom~ 
IQebdt!!d for year .. Abt}ad rel41tivc pdce per~ 
formance. 

F~·•d••tii!:k c.,,.. .. , 
tight mat'k.et for chemical 

I::':J~~:~~~~~~·~:;~~;:, shC~rply with the continuing glut in 
feedstocks. lndeed1 ruoat ~h12:micals at"e de.

. natural gas, which has yet to experience even 
the limited price recovery underw(ly in lhe oil industry 
A6 a h':tsult_ man)' t:hemJ(:a.l producers are enjoying the 
b~st. of both worlds: buyers' markets for inputs, tJellers; 
marke1r.; fc:.r Output. Polyethylene current~y represents 
the cll:ai'I:St example of this trend: Thug Nali.onat Dis· 
tillers, the lar,rest U.S. polvethylen" producer, has t>aen 
its raw materiaJs C'Of:its fall aa ~ r+;!'ault of an over: 
abu.ndance t;f natural gas liguids, at the $!me time: that. 
its .telling prices ate rising, due to tight !fupply and ri•Jng 
demand.· 
, , . And The Weaker DoUar 

Margins on dome~tically-pruduc@d chemicals have 

INDUSTRY TIMELINESS: 18 (of 91 ) 

also expanded as 1;1 conse~;Juence of the depreciation ofthe 
dollar, which has put Umted State$ chemical com.panies 
(ttnd their- customers in the domes tie indul.itrial seCtor) in 
a more favorable position relative to ovet~,>Ms rivals. 

""• 'fh<> l'"ak lleen p,..-? 
Higher profits, of rourse, tJJventually will attract IDQre 

competition, And by n~xt year, we think the spread be
tween produc::t and raw materials priees will have begun 
to narrow. More.uv~r. th~ hnpact of the weak dollar on 
year~to-.year eompari$tlns will diminish once the dollar 
bo~tom.s out. For thet:ie ~asons, we expect the rate of 
increase in c::hemical-indust.ry ~arnings to moderate in 
1988. Whereas in the ~urrent!ir virtually all com

. panies: al'e ·eltperienting double- · it profit gll.iPs, 1n ,ub-· 
~1,u;mt yean1 these probably wi be limited to a few, 
including thot.~e .serving the strongest end-market~. tho~.>e 
with pmprifl!tary market strengths, etc. . 
A,.-oehemieals, Coutruction Materials 

Even in the midst of an indu.&try uptrend company 
performance is signific.tlntly correlated with end-market 
conditions. Currently, due to th~ slump in the farm 
economy, fertiUZ!l!r prod1,1c~r$ are the laggards of tbe 
chcmicai industry. Recetltly, the three companies in the 
present group with sub~,>tantial fertilizer interests have 
all moved to shift their a:aletii mix toward healthier mar
kets: lnterrwtion.al Min.ero.lfl i$ expanding into medical 
products. livestoc}t growth stimulants, and flavors and 
fragrances." First Mi-ssi!lt,;ppi j$ empha!iizing industrial 
speeialty chemicals and mineral$. And, most recently, 
W It (;l"tlCi! put ita ailing agrochemicals divil!'ion on the 
auction block. But if staying in a depre!llsed mat"ket ean 
hurl the bottom lino, so ca" the process of exiting ouch a 
ma~ket: W. R. Gn::r.ce Look a $220 miBion charge for tosses 
on thtit discontinued operations, We note, too, that e;up
pHera of chemical materials to the cyclic.t'll .;:onstruction 

undu.stry, although currently strong, may be vulnerabl• 
to risin8 inUitest rates. (See our indiV"idual·cotnpany 
reports on GAl!' and Kopper..) . 
PbarQl~u:eutlca.ls, Eleetronici!O Ch~micals 

I With the exceptjon of those mentioned above, the c:om~ 
panies in this group generally face healthy end·markelll. 
The dn1g industry, $.'Cld the n'1E>dic:al product.s sector gen
erally, <::ontiniue to be partit:!olarly voraeiOU$ consumers 
of -chemic-al materials, (See America:rt Cyan.(lmid, Elhj•l, 
and Millipore,) The electronics ind1.1stry, another impor
ta.nt ltlarket hmd pe.-haps the moat promising over th~ 
long Wrnl), appea'Nl to be emerging from o. prolonged 
receasic;m . 

. Invedm4!1nt Con&idet+ations 
Ethyl stock carries our hil!h••t rank for year-ahead 

rela.ti~ prict:: rmrtOrm;.tnce. 'i"he equities of OAF, Milli· 
pare, and National Distiller$ are also likely to outperform 
the stock market 1n the coming six to IZ nu;thths. 

Bl ·,.. S d;,r a• ny 

fiElA~~ StR~!!!.!~iltlo ot ·~•uttry to V•iut! lAic Com,.} 
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Small ch~mical firms: A balanc_e sheet 
Highlightad by such deV<Ilopment.s as 
last Aullllses Whil<> House Conference 
on Small Business and the subsequent 
decision to keep the Small Business M· 
ministl'lltion 1111 an independent ageney, 
1986 has been e~entful for U.S. small 
business generally: but for bantsm·si:w 
chemical companies the year has been 
particularly challenging. Gary L. Moas· 
man, group vico-p...,sident for Dixie 
Chomieal (HOU$ton), declares, "This Is 
both the best and worst of times-d .. 
pending on your viewpoint and the eon· 
dition of your bmdhess.tt 

In one sense, maintains Moss.man, re-
strueturing activities throughout the 
chemical industry have prell'!ntad small· 
er companies unparalleled opportuni· 
ties-<!. g., to exploit niche market ar<~as 
that larger firms choose to bypass aa 
being too nlllTOw to fit their strategies. 
MO&-Sman also notes that big companies 
are increMingly receptive to joint pr<r 
jeets with smaller, elltrepreneurial en· 

Environmental and safety 
regulations and HabiUty 
insurance are the big hurdles 

ter:priseo-a factor that has been help
ful in funding numerous fledgling 
ventures. And, Mossman points out1 the 
larger companiu' organiutional shake· 
ups and shakeouts ha~e freed an abun· 
dan~ of experienl!<ld executive talent 
for small"" companies to draw on. 

definition has only relatively few hands 
available. 

At a tim@ when mlljor corporations. 
are paring back on stall' in the name of 
stepped·up efficiency, it seem~ «> some 
l!l'!lall~~ companies that they ar<1 being 
foN:ed to assume increased staffing ac
tivities, says Ronald Lsng, president of 
the Synthetic Organic Chemical Manu· 
facturers Assn. (SOCMA). Lsng notes 
that if a federal regulation is released 
in the form of a l(l().page document, a 
big corporation can call in a team of 
attorneys to analy~~e the measu,.., then 
muster a team of engineers to debate 
the steps that the <:<lmpany should take 
to ensure compliance with the ""llUIA· 
tion. "In a smallc:r company/' says 

· But on the negative side, Mossman 
and others cite complicated environmen· 
tsl and plant safety relllllatlons, along 
with such other faetors as difficulty in 
obtaining liability insurance coverage
problems that can be particularly gri~v· 
ou.s for small eompanies. Citing the Lanl!", "those lOO pages are dropped on 
reoord·ke-eping requirements of some the Qwner's desk." 
regulations, Mossman contends, "It's That kind of data crunch, Lang sug
obviou~ that without deep pockets you gests, 1$ largely ,...ponsihle for the big 
need an ongoing busines.s of probably 1986 increase in the number oC SOCMA's 
$7·15 million, depending on profit mar· member companies; this year's 42 new· 
gin, to pay for inside and out.side ex· eomen pushed the total to 198. At mol'!l 
perts to deal with thl$ area." than 75?1· of those member companies, 

Few hands. The difference is that the sales are less than $30 million/year 
larger companies are bc~Wr able to ab- apiece, says l..ang, and he maintains 
sorb the impact, says Newman H. Gira· that they share a common problem in 
gosian, president of Delphi Marketing trying to keep up with a torrent of com· 
Services (New York City) and chairman plex detail work. "An important role 
of the American Chemical SocioW's Div. that SOCMA plays," he says, "is to help 
of Small Chemical Businesses.{!)-ying small compnnies by predigening new 
to comply with each new health or safe· . telllllations." 
ty regulation meal!ll "another pnlr of At SOCMA, Lsn11 says, there'$ "a 
bands that has to be kept bu•y''-a rna· very interesting symbiosis" that .helpn 
jor concern for small business, which by the big and small member companies. 

.. - -Dooombor 1Q, 111M 

But he contends that, ~t the govern· 
mental le~el, it's probably SOCMA's ef· 
fort$ to articulate small~ompany con· 
corns that have the greater impact. 
There are rrumerous congressmen who 
are not oonoorned about the impact of 
legislation on Du Pont, he says, but who 
do care about the viability of small com· 
panies. Lsng says occasionally regula· 
tors and legislators ha.., beon prompwd 
to rethink policies when they are shown 
that a new rule that would repr'!llent 
only a pinprick for a giant company 
might cripple the small fry. 

Restrictibr'ls. The complications can 
be multiplied for small produe<ors, espe· 
cially those that deal in small volumes 
of hundreds, even thousands, of chemi· 
cal products. "Most people don't realize 
the n!Strictions on small-volume chemi
cals," says President B. David HalPEirll 
of Polyseienees (Warrington, Pa.), who 

· calls his business "a typical fine-chemi
cal catalog supply house," He says a 
company could easily spend $500 to 
meet regulatory requirements for a sin
gle produ-for instance, in preparing 
Mat..rial Safety Data Sheem-while the 
company's total sales or that product 
might well be less than $500/year. 

llltimarely, the impact could affect 
the availability of certain products, sug· 
gests Lswrenee l\<o$en, president of 
Pressure Chemical (Pittsburgh). His 
company supplies materials for funda· 
mental research, and he frequently gets 
an order from a university or pharma· 
ceutical company to make a small quan· 
tity, say liO grams, of a given com· 
pound. "A year ago, we would have 
been very happy to do this, but today 
we look at it differently," says Rosen. 
"If we use three or four dilfeNnt inter
mediates, it means much more papel' 
work" beoause of Occupational Safety 
and He•lth Administl'lltion regulation• 
and community right-to-know laws. 

Trying to ~oneile diffe...,nt labeling 
requirements in different juriodictions is 
an especially difficult problem for small 
ehern~a.J compa.niC:s, sa.ys John Dat.esh, 
president of Pittsburgh-based Daear 
Chemical. His warning: Unless the fed· 
era! government takes action, and the 
courts rule that federal standards 
should prevail In all states, a company 
could be foreed to- provide different Ia· 
beling for each state in which a given 
product is sold. 

In addition, Dajesh points to the in
c.re&eed dlfficulty in obtsining afford· 
able liablllty insurance--also ·the No. l 

.. ·.,. ... ~-- . ·.··· :· . . , . 
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concern noted at the White House Con· 
f~nee on Small Business. Because of 
insurance problems, says Ds.tesh, Daear 
has dropped some of it.'l product offer· 
ings, principally office solvent.'l, 

Dixie Chemieal's. Mossman says that 
the bigg<ost disappointment for large 
and small companies atike ie thet in rate 
setting, insW1Lnee companies now tend 
to view an industry BCI'085 the board, 
rather than ca~e by case. '"There is no 
longer selectivity or a. reward for being 
a elass operator," he laments. Iilereas
ingly, he says, companies will be poo~ 
ing insurance or going to offshore carri
ers. And some smaller companies may 
be drawn into parlnerehips with larger 
companiea, primanly because the big 
corporations have adequate coverage. 

SOCMA'e Lang says that some small 
chemical processors, hit with prern.iums 
that exceed their profits, have opted 
"fundamentally to gamble the company 
that something doesn't go wrong." He 
predicts that increased anxiety about Ii· 
ability coverage will probably lead to 
more sales of smaller producer• to lar~;:· 
el" companies.. · 

Another foetor that has been particu
larly troublesome for some small U. 8. 
c:hemiea.l companies is the competition 
from abroad. For instance, Daoar has 
seen a decline in one of its key product 
lines, rua.tproofing chemicals for auto
mobiles, because many impOrted· cars 
have already been tl'Oated with rust-pre
ventive compounds. 

111 don't think the Administration real· 
izes what the effect of foreign competi
tion has been on small organizations," 
says Charles Nathanson, president of 
Soluol Chemical (East Warwick, R.I.), 
He argues that there has been less im· 
pact on big companies 11because they 
are mostly multinationals anyway.'' 

Tentmakat'L John J. O'Neil, Soluol's 
vice-president, repOrts that the compa· 
ny, a producer o£ urethane chemicals, 
lost a considerable amount of business 
because of imports from the Far East. 
Soluol uood to •upply fire retardants to 
tontmakers. Now, says O'Neil, a large. 
propOrtion of the tents coming into the 
U.S. are already tl'Oated. 

The weaker dollar has helped some 
small U.S. companies in their battle 
with international competitorS. And 
something else that has been particular· 
ly helpful for Soluol, relates O'Neil, is a 
trait-fieXlbility, or the ability to re
spond rapidly to shifting market condi
tions-that is • widely reeognized ad· 
vanta~,:e of small businesses. "If we 
have conditione that appear different 
from what we ·are accustomed to, we 
cap make adjushnenls, such as drop-

ping one product and moving into an
other/' says. O'Neil. uAnd we can do 
that more quickly." 

Polyaeienci!B' Halpern ag!'@@s that. in 
-. small company, "decisions are made 
rapidly, and you can turn on a dime.'' 
Under similar circumstances, he con
tends, a mueh larger company can ap
pear ''almost immobili:ted." 

Another advantage of small business· 
es, some argue, is the ability to get 
close .to enstomeni. Where there are 
small companies OperQ.ting in small 
niche areas, ••you may get much more 
senior-level involvement'' in sales and 
customer relations, says George Seiler, 
president of Profit Planning Aasociatee 
(Montclair, N. J_), a oonoulting finn. 

'h'llraprenelnl1p.' As for oome large 
companies' much-publicized efforts in 
recent yeare to instill small-company dy· 
namics into their organizations, smaller 
companies' executives say the jury is 
still oul "All man•&er• are creatures of 
the environment in which they have 
trained and operated," says Dixie's 
Mossman. The true test of the effective· 
ne•• of big-company drives to spur "in· 

'A lot more fun than a big 
company, and, in theory, a 

. lot more profitable too' 

lrapreneurship" will come ln 2--3 yearS, 
maintains Mossmalt--'-when it's possible 
to assess whether such programs have 
really generated an increased flow of 
new products and profits. 

But Mossman and otherS say that 
regulatory concerns make the job of 
starting up a. brand~new chemiea:l busi
neBs more difficult than ever. Mossman 
notes that getting capital for any kind 
of new venture is a formidable task
and mueh more formidable ·ror a ven· 
ture thst aleo has to bear the cost.'l of 
complying with complicated regulatory 
procedures and mu:st buy expen&ivc li
ability in~ura.nce. Polyscienee's Halpern 
warns that anyone interested in start
ing a chemical business from scratch 
had better come to prospective backers 
with 1'a damned good idea. tl 

Despite the hurdles, SOCMA's Lang 
feels that there will still be plenty of 
interest in getting into small business. 
For those with an entrepr~neurial bent, 
he says, life in a small finn is simply ··a 
lot more fun than in a big company
and, in theory, it can be: a lot more 
profitable, too'' And, as Soluol's O'Neil 
says of today's smaJ!~business climate, 
''It's very interesting and never dull."O 

W. 11A V/D GIBSON, ,.;111 
~ Qi.m~ll in J'ituburgll 
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Another Carbide unit Is up for sale shorter delivery times. Meanwhile, distributo..,. are ..- Union Carbide has put its electrical carbon business expanding their services and their product lists. Ac- . 

;: 

' on the sales block in another move to reduce debt and cording to the survey, makers of paints and coatings ---\- .. · ·· · enhance shareholdercvalue.·-ln the--next··few --weeks,--buy-25%-of-their·raw -materials -from-distributors and-- -Carbide plans to "conduct business rilviews" with sell 10% of their output through distributors. And selected potential buyerB, The business for sale in- Kline· predicts that the chemical distributon< will volves a range of carbon-baaed specialty products for achieve particularly rapid growth in their sales to the the industrial marketplace, including carbon brushes electronics and pharmaceutical industries. and arc carbons, and has operations at Fostoria, · · 
Ohio; Greenville, S. C.; Parma, Ohio; Toronto, Cana- Brazil looks to ~ U.S. Gulf Coast for styrene da; Juarez, Mexico; and Sheffield, England. But Cat- For about the past 10 years, Brazil has been a net bide is continuing to produce other carbon products, exporter of styrene, with most of those e:J!J)Orts earincluding graphite electrodes for the steel and alumi- marked for the Far East. Now, however, traders renum industries. port that at least, three Brazilian styrene consumers 

Economics Laboratory ups 1111 stake In J11pa11 
In line with its strategy to focus on the formulation 
of specialized saniti~ing and cleariing products for 
consumers, institutioll$, dairies and food processors, 

'", ' ' 

and to boost its Asian sales, Economics Laboratory 
(EL) has purchased Chisso Corp.'s (Tokyo) half inter
est in their joint subsidiary, EL Japan. That venture 
was formed in 1900 to manufacture and distribu~, .in 
Japan, products from EL's Institutional Div. and its 
Klenzade Div., which makes a variety of products for 
dairy farmers and food processors. EL-based in 
St. Paul, Minn.-says that with full ow11ership it can 
combine the EL Japan operation with its wholly 
owned Japanese ~onsurner products subsidiary-a 

have purchased the monomer from U.S. Gulf Coast 
suppliers to help meet increased demand stemming 
from Brazil's growing use of polystyrene. Eatireno 
do Nordeste, a major Bra~ilian styrene and polysty· 
rene producer, last week bought 2.000 metric tons of 
styrene from lnterbras, a atate trading concern, 
which obtained the monomer from the U.S. for about . 
17¢/lh. Traders report that two other Brazilian-Gulf 
Coast deals, involving 3,00().3,500 m.t. of styrene, 
were also made lut week. Last winter, when econom· 
ic reforms froze all prices, the Braznian domestic 
demand for collJiumer goods--llome of which contain 
polystyrene-rose sharply, preempting supplies that 
otherwiSe would have been exported. · 

+i 

i 
t ~~· 

~-

move that the company says will enhance .its ability BloWdl film$ battle over an antic:ancer drug patent to penetrate the Japanese market. Says Gerald K. Arngen (Thousand Oaks, Calif.) is suing Cetus (Emer-Carlson, $enior vice-president for EL's International yville, Calif.) in an attempt to invalidate Cetus's U.S. Div., "With the world's second-largest gross national patents on the anticancer drUg interleukin-2 (IL-2). · .... . proou'd,"S!Xtli~!argestpopulitioo ana tlie' presence 6~ .. Amgeii"ailiiert:S ttiat lhl u;.a· does not iitlrlnge on the a number of leading botell! and restaurant chains, Cetus patents and · asks the court to coll11ider the . . . . Japan ~tl! a very attractive market for. EL.". . . scope of those patents. "The question is whether Ce-. · tus's patents are broad enough to prevent Amgen 
• , . ~ IJI'I)Wit) 111 fofeseell for c:llem!CI)l d!alljl!ll\ors. , .f,rom ml!l'~eting ))!l [lk~lll,lolt!eul<l,:'.~~~~.bi((tecl)nolo- .·. . ·1 F<>r U. S. distributors <>f industrial chemicalt., aggre- gy anni;Yst Carol Hall at Sutro & eo; (San Francisco), ,..,.,.,...op.t;i!-ftlee•llrill'l>oim:"'fl2i.~-'llilm•b)!i9'00t~11~~l"midellt"Robert-Weist'Uy!!"j:hat-A111""> "'"'..._., 

1
.. ~~~!:a:i.~ti~&~-w~::~t~.j;~~~~k~~ -~:.~11~!o!~~::!:.!~r:;~~~i:l~~':~b:!'t~ · ·_. ·· ·l research firlll, whic. h adds that the chemical d1.· stribu; preparing to sue Arngen for patent infringement. 1j i>; tors' sales will grow more than 50% faster than total Weist contends that Amgen's genetically engineered ~ ' ··· ·. u:· s: 'ctinaimiption ·of 'indUiitrial chemierus. A recent mutein product is chemically different from Cetus's, ' 

t 

i 
r 

f Kline report says that among the factors contributr in that it has an aniline unit in position 125 of the ing to the stepped-up use of distributorB are the amino acid sequence, where the Cetus product has 

-.0 

' 

chemical producers' desire to consolidaw their own eerine. CetiUI counsel Michael Ostrach says that while sales forces and thereby reduce their selling costs; Amgen's IL-2 is different, Cetus's patents are broad the producers' discovery that in many .instances they and cover more than just the mutein. Adds Ostrach: can reali•• a greater net back by using distributors; ''We think [Amgen's] suit is without merit." Cetus's .;,. ~d .the ._need ,to accommoda,te the many • .ouatom"l'!!. .Jt.-2 _is already in. late. J?.has~ u._tria.lll..in . .thQ, .U.K.-· .•.. ·. ·· ·I _ , ,t~t ~~·.m.~i?;tai]li'!g-lea.ner iJ:>v~'!~Ij.es_ a~4,r~qu!ri~g . ~rfig~n ~.~ .. co'?~l~ Ppa~e)triajs, . ,_. 
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kets :as laundry softeners, hair condi
tioners and ll.l~tis~tic: agents for textile 
fibers. Next year, the company plans w 
introduce a line of specialty nonionjc 
sur1actants for industrial cleaning and 
dishwashing detergent applications. 

Through last week's Mazer-· pur~· 
chase-the price of which is estirna~d 
by James Wilbur of the Smith Barney 
(New York City) investment finn at 
about $50 million-PPG picks up a com
pany with ''a fairly diverse product 

line/' accarding to a surfactant competi· 
tor's marketing manager. Mazer make!& 

about $100 million/year in that business · 
by 1990. It's moving up on the major 
U.S. surfactant manufacturers~ some of 
which have sales in the $100.:100 mil
lion/year range. 

HMazer has been an attractive a.c~ 

quisition ea.ndidate and has been ap
proached by a number of companies,'' 

' . 

says Houston's Bradshaw. ••rt's hard to 
grow in the business by grass roots/' 
adds Chern Listner, ~xecutive viee-presi· 
dent of Findtech, a subsidiary of the 
Kline & Co. (Fairfield, N.J.) consulting 
finn. "That's why these small surfae· 
ta.nt companies are hot." D 

LANGDON BROCKIN'I'ON 

Cost-price· pinches distributors 

fatty aeid esten based on such polyols 11NOW here, you see, it takes all the says, 11Will still require worker hourS." 

as oorbitol, glycerine and polyethylene running you can do to keep in the same The proliferation nf litigation and its 

. glycol for ua~ as emulsifiers in the food place.'' impact on insurance rates ar~ amoung 

industry and for cosmetics and toilet· Lewis Carroll said it in Alice~ Ad- the must serious problems facing pro

lies. It manufactuN:s silicone defoarners ventures Through th6 Waking Glass. ducers· and distributors alike, says 

for paper, metalworking and some phar- and chemical distributors are thinking it Houghton. Big financial judgments and 

rnaecutical uses. IJ.'he cornpa.ny, which is now, according to Peter Mullina, a fi. settlements in some cases1 he adds, 

not ba.sie in its raw materials, al~o nancial consultant t.o the National Assn. ha\l'e pushed up insuran~ costs, "which 

makes. anionicJ'hosphate esters for rnet- of Chemieal Distnbutors (NACO). Mul-- every American eventua.By pays." 

.a.l cleaning an defo.amers for the sugar lins ~utlined t\vo Performance Analysis Donald Shipp, executive vice·presi~ 

rofining industry. Report;; at NACO's 16th annual oonven- dent at Hawkins Chemicals (Minneapo-

Marlcet openings. The deal gives PPG ticn in Naples, FlO.., last month. lis), says that, "Actually, the chemicsl 

~~~mtr~ to certain surfactant markets ~ Mu1lins voiced the feeling_s of many industry is no more hazardous than the 

[such as food and pharmaceuticals] in NACO memberS, who say that they are grocery industry. But people hear only 

which it has pot pre\ri.ously been in~ working harder and aehieving less. Dis- what they want to, at\ far as thi! 

volved.'' says M111-ri1yn Brad$ha.w, buai- tributors of ehQmical pf(lduets1 he says, dangers of chemical distribution are 

ness manager for the Colin A.. Houston are being squeezed between costs that eont:erned." 

& Associates (Mamaroneck, N.Y.) eon- keep rising and prices that are declining Public opposition set up sizable bur

suiting firm, Its Jordan •ubsidiary sup- . at about S'Myear. Mullins holds that if dies when Hawkins started ·to build a 

plies quaternary surfactants for textile the situation eontinue&--and if distribu.- warehouse a few years ago, Shipp says. 

fiber, cosmetio. and biocidal uses, as mrs don't find ways to wriggle out of ''We weren't even going te package 

well a.s amphoteric surfactanU> for cos- the squeeze--marginal companies face a.rlything/' he notes. ''But our oppo

rnetic and toiletry applications. And, short futures,. nents used tears and gnashing their 

McQueen sa.ys, PPG is selling 11devclo-p- Thin ice. The. deflation situation "js teeth and everything else they could 

menta.llevels" of its Avane1 S line into like walking on melting ice all day think of," Shipp adds. "It had nothing 

industrisl and household cleaning, metsl long-most of the. time you fall to do with logic." 

processing and cosmetic and toiletry through/' says Bruce Houghton, execu· Improving operations. To help allevi

markets. The company plans to market tive vice-pro•ident at Houghton Chemi· ate the problem of pu~lio mis~ereeption, 

the bulk of Mazer's oQtpu~ but will use csl (Allston, Mass.). Orgsnie liquids, John Johnstone, chief operating officer 

some internally for such PPG businesses with feedsw.ks of oil and gas, have for Olin and the keynote speaker at 

.. coatings, .resins and .lllass .fiber, . taken the biggest deflationary hi~ the oonven?on,. 'urged all. in.vol~ed in 

1 
• Pl'G will now have "more horsepower Houghton adds. "it has affected the production, use and distnbution of 

; . to bring surfactsnt technology w m,..... . tbe whole company--our discounts, our themieals to work to eliminate unae· 

-1 I ket," noteO' ono ~ruititi>r ·;Mo.ser nriPin~ _.,.,.hma" ;be'·~- "rQince ··""ptab~0 oaJ;e)- mistakos o.nd to act • 

·~ -., ;• 'i l~.~.-_, · ~~~s1lt do .. r;r h~it~7~ .. ~ot"'Of ·b';5ic~ '1980]~~t~~mlnag;;i,::-ior·~1~m~"··l'"responsThiy. · Fci~·assl·sta~·-ii linprov~---- ··· 
·i • · ,..search,''· contends Mother industry pie, have not ·put through' ·a price in-·· in&" ·operations-and ·meeting regulatory · 

, 1 ':' ~;~!;m;·Ma!r~:t~:.,m~, ·~~"';:,td"!~~r·a,;:~~, .,=~r.;:.ug!'::\~ !tt u::~=w: -- , 
: nical serviee and development. it pra.etiees in the 12 years .preceding 1980 to make available the manufacturer's 

1 
Ma .. r will. op.ernte as a subsidiary when inflation ran at relati.vely high highly qualified specialists already 

,, •.• ..._, ,and,IYII\ bq partofPPG:s Chemicals J'ltes,.UQuli))to~.~iiY•·.. •. . ...... , ....... wo~k,itog qn regulatory I,IIat;tcJ:s. . . . 

. Group. Robert Mazer, president and Increased efficiency and productivity, Johnstone foresees consolidatiOn 

founder of Mazer Chemicah:, will con- furthermore. are not panneeas for the among distributors and manufacturers 

tinue h) his pOsition. The company- problems associated with deflation, Mul~ within the next few years. He also ex~ 

with sales offices in Ma~1ehcster, En~ lins erunrnents. Better technology will peets distributors W concentrate on 

gland; M.h>sissauga, Ont:; and Me:ltieo nOt necessarily help to make distribu~ eliminating what he characterizes as 

City-gt.!nerates about 107" of its rever tors significantly more efficient. 1'lt's 1'destructive practices," such as lack of 

nne outside the U. S. easy t_o say that productivity can be in· planning and carrying insufficient in-

The Jordan and Mater acquisitions creased throu~h the use of computers/' · ventorie.s. By 1990, he predicts, dietribu

have made PPG an approximately $60 Mullins i>dds, "but it's hard to do." tors will be moving 30% nf all ehomical 

million/year producer of surfactant., The basic functions of distnbutio,_:. shipments, compared with about 20% In 

..., "". '"'· .,. ... ...00..-!Jie,.,.,~s-.it )lopolo;.to gnlllil··<.lllleo.-~-. ....00,-:oh~. -198Q. .. 'fbe."""'"ld . market-.fur-ol>emicala .. 
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will oxpand •• well, he adds, with low· 

coat producers showing most of the 

growth. 
Good managetnevt ond marketing 

practices will be the keys to continued 

success. for companies in· th~ ~he:mic.al 

distribution sect»r, Mullins concludes. 

Houghton ag,..es, citing his own compa

ny as an exa:rnple. ..We're a healthy 

aud ongoing conc-ern because we didn't 

Gallium arsenide: A Cinderella 

Gallium arsenide (GaAs) currently rep- exploration of wluit it eonoonds ;. the 

resents a. relatlvt!1y modest business, world'& onJy kt~;own nea 'with the p()telf" 

legs than $100 million worldwide last tial to provide economic amounts of gal

year, and the market now is far from limn and germanium ores. 

robu•t But that may change rapidly. A Universities also ore aware of the 

survey by market research linn Fro&t pro!tlise of GaA•. ln mid-October, ro

& Sullivan; reporl<ld in ElectroniC S'eatchers at the University ot Illinois 

Chemical New•. f()N!CllSts that by 1005, treated a major stir, saying they !nventr 

u.S. sales of G~As semkonduetors will ed the wnrld'$ fastest transistor, whieh 

reach $5.2 billion. AnoUJer analysis ..... IIMS mdium with GaAs. The tran•istor, 

the worldwide busmus growing to $1A fabrieated and tested with the help of 

billion/ye~r by 1994 (!Jro:ph, p. 14). GE and licensed exclusively through 

A number of recent development;! Unh•ersity Patents (Westport, Co11n.), is 

may make those fi~ a reality, The beliewd ·w he useful for super~X~m· 

just·!'t!leas<!ld f<!lderal budget is expecled puters and deep-sp!W<! cotnmnnkatiOllS. 

to spur GaA• dev•lopment w:ith about Growing GM& Am11.1<'• Metal Prod· 

$10 million in funding for a variety of ucts Div., moteovcr, late l>.$t year l!ll.id 

research p"*ets. The Defense Dept. at thllt •t the University of Colorado 

the end of last year awarded a 2-year, (llould•r) it ill funding a three-yl!ar pro

$4.4 million contraCt to General Eleetric gram that will use ultra·high·purity or. 

(G£) for GaAs rese3reh. '!'be ~ont!'llct gsnometallic ®mpounds produced by 

alsc is aimed at speeding commerd•l Amax w grow epitaxial layers of GaAs 

pr<>du<tion of high'juality eryotals. and other semioonductors. 

Exploration, :Priv'to interests al'll ae-- The relentless r:>ee for liVer faster 

overmortga.ge oursclve$/' he says. "AU 

this rising competition will probably be 

healthy for us in the long term." CJ 

UNDA. J. WILSON, ~,j,th. G«Jr9& Meyt.'i' 

in SL Petttnbur'fl, 1?.R, 

Maj<)t: induM.rial nntions at'e racing to 

be the first to build a "fifth-generation 

oupereomputer" by 1990. As a mult, 

the U.S" Japan and Westeru Europe 

are edging d~ser to eomrn~rcializ;i
ng 

gallium arse-nide chips. Success in 

reaching that gonl would ch&nge the 

shape of Ute market for electronic spe

cialty ehemiul&. 

The ·u. S. program that'• expected w 

speed up GaAs ooehnology involves 

monolithic mier()WRW.l integrated cb-· 

cuita (MMlC). A survey conducted la!lt 

yur by th~ D~fense 
Otpt. in<llcntes 

that the t..:hnology can work, hut that 

it needs a major nationvdde push to eut 

production oosU\. In fact, the study con• 

eluded that it might take an ~ffort simi· 

lar to that used for the vecy high spe~d 

integra!li\d circuit program. 

The oontrllct awarded by the Defens~ 

Dept. t<> GE is a vital part of the U. S, 

reBea:reh effort. GE's work involves de

veloping 11.11 "intelligent" oomputerimd 

control system; i.~.. • $ensor system 

that mondllrs the growth of the ecy&

tsls and feeds the data into a computer· 

i>ed <rontroller that could help cor:reet 

probiCI'!\l!. The contract also calls far us

ing the GE control syst.Jm on GaAs wa- 1 

fer production lin!ll! at Spectrum Tech· 

nology (Hollisthn, Mass.) 

'fut..- lhlll'l siliCon.' Both oomme.rcial I 
and defense markets are interested in 

the pot.ential speed oft'ored by GaAs, 

which David C. Wa~g, Mnlor Mientist 

With the Hul(he$ Aireraft MictoWll¥11 

R.!~&rch C!lnwr, calls. "an eleetror 

· "·· • movemeut,·f>.ltU:im .... .flll!ter tl,wl,.!'i! 

«m." The defenlifl market wants GaA 1 

tively working on CaAs, too. This year computing speeds brought Gii.AJ! to the 

the field has proYed alluring enough to ~ttlmtion of re•oareh•ts during the 

attract at least one new ~enture, Ga· 1900s. !Ill promille was that the er:Y•tals 

••lle Mierodrcuit.s (Sunnyvale, Calf:f.), would pro•ide the next giant leap in 

which ill imrering the hUBinellll w:ith Jer- cotnputing power and beoome the mat& 

ry R. Crowley, former vic<H:hairmau of Iii>.! of choiee for IXImputer ehipe. Murh 

Okl Semioonduetor, as llh ch•irman. later, rllll<!ltl'Chets dls<:o•ered a way to 

And in mia·Augnst, GaGe Miti~rals grow layers of ecystal, ·by lll()leoular 

(Pr<>Vo, Utali) raised enough money- beam epltu:y, and the ·competition 

.throueh a pri:\late ~Jawnentc-to 
begin pr<rmptly intel).!llfiell, 

...... ~ .. ·'·· .i' ..• ,· ........ · 
',.~ ·'·"''''• ... ,, ...... 

""'~· ...... ~., ..
. ~··¥~··,·······

··· .~. •''. 
· ·.becaulll!, unlike sllieon, it af!er!l naturt 

.. ·. ·nolsta.Ii<l4 .~. defeet.S .!lll4 ftri.111> ~qgl 

. .~n. by ~~!!• ~~~ }1n
po~t faetor.. I 

&p!l<>! appucati<inl, , . . . . . . . · 

.·Space applieatiOIIl! ·for GaA.e ea..-y 

high prioriey with tho U.S. militsey. 

d•ed. in th• u.s.. an ••t!Jnl't<>d "1 

...... , .~.;.,;6"'r~~~~~~~
~:t2~~~:~~~;;;;~

;,;;;;,:.;~~J · quarter of the demond for a new ger 

... 

. .... ij ... ,, • .,f .....
... p .......... cJti~·

- .1) 

GaAs ecystals will come from the S I 
tegic Defense Initiati<e (SDI, or ·~ 

Wars"} progratn. Already, SDI is o1 

Ill provide abundant funding for cl 
r .. earth, including MM!C. Wang 

fellow Hugh•• senior scienli$t 

IL.,~ ..... J::~T~~~
~~~~~~~~~~~~~~~~~

~~J .. Phan.\1 point out thot $172 millior ab:'eady been -oomroltted to llDl W<>l 

···~·-. .A~;n;:,~!~;l 
I 
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Tex.; and Port Arthur, Tex. It can pro· 
duce about 400 million lb/year of ethyl
ene and nearly 1.7 billion }b/year of 
polyethylene. US! currently buya about 
8010 of its ethylen~ requirem@nts. 

The Enron purchase would dearly 
make US! the largest U.S. polyethylene 
produc@r, says Robert Bauman, asso
ciate director of Chern Systems (Tarry· 
town, N.Y.). He says that tne proposed 
acquisition would move USI ahead of 
Union Carbide and Dow Chemical. 

More particularly, Bauman adds, USI 
would become the largest lJ_ S. produc
er of low-density polyethylene (LDPE), 
with about 1.7 billion lb/year, and the 
second-largest domestic producer (be· 
hind Phillips Petroleum) of high-density 
polyethylene (HDPE), with about Ll bil
lion lb/year. And at Port Arthur, Tex., 
US! is building a 220-million·lb/year 
'

4swing'' plant to produce HDPE and lin
ear low-density polyethylene (LLIJPE); 
it's slated to be onstream by late 1987. 

Stability. The proposed acquisition 
would help stabilize the market by re· 
moving a competitor, says one industry 
watcher. ''I think this looks very good 
fol' the business,·~ says a marketing ex
ecutive with a rival producer. 11When 
you see a company willing to invest 
$600 million, you know it'll have a lot at 
stake aild thus behave responsibly.~~ 
Some conflicts will need to be resolved, 
he says. "You ha.ve to ask whethl::!r USI 
has now got itself a problem or an op
portunity, though, when you see t.ha.t 
the pooled resources give it as broad a 
technology base as anyone in the indus
try. It's got several low-density and 
high-density proeesses. and two rival 
linear-low proc.essesl1-Union Carbide~s 
Unipol process and BP Chemical's ges· 
phase process, 

US! lraditionally has been bullish 

about polyethyleno, contend. another 
industJ"y observer, 11and there's every 
reason to believe that it will lead the 
market quite well.'' He adds that 11Car-
bide withdrew from the leadership in 
t.he business. lt has other worries and 
just wants to sell licenses. Dow has a 
thinner line of products than USI. None 
of the polymer producers owned by oil 
companies dares to corne out as the 
market leader because they're worried 
about antitrust." 

'Okay.' Enron's LOPE range is rated 
'

1okay" by one rival, but he says that 
there may be some gaps in its HDPE 
line; it reportedly doesn't have film· 
grade or very high molecular weight 
blow-molding material. Another source 
describes the former Chemplex opera· 
tion in Iowa aa being "the best specialty 
polyethylene producer around." 

"You might aak whether the ethylene 
crackers are in good shape, but either 
way, [Enron is] the only producer in 
that Northern-tier markeV' says an ex· 
ecutive of a rival olefins producer. "It's 
not shoulder-to-shoulder with others on 
the [Houston) Ship ChanneL" 

As for his company's wine and liquor 
operations, NDCC's Allen says that they 
"are not a business we can see our· 
selves growing or expanding in." E. F. 
Hutton's John Henry, a leading chemi· 
cal industry analyst, estimates that 
NDCC could get $400-000 million for 
those buslnesses. NDCC. he says, ''is 
putting its eggs in a basket it thinks it 
can handle and that it knows best and 
that has better growth potential down 
the road." In 1985, the US! petrochemi· 
cal operations had a net income of $46 
million on sales of $730 million. One 
analyst prediets that those figures will 
rise this year to $60 million and $800 
million, respeetively, The parent com-

Univar makes a move for No.1 
In a move that would catapult It into 
the top slot among U. S. industrial 
chemical distributors (chart, p. 10), Uni· 
var (Seattle) has agreed to buy McKes· 
son Chernieal. the chemical distribution 
arm of McKesson Corp. (San Francisco), 
for $76 million. Pakhoed Holdint; (Rot· 
terdarn, the Netherlands)...-a multina
tional operator of oil and chemical ter-
minals~will help finance the purchase 
in exchange for a 35%-o stake in Univar. 

With the No. 2-ranked McKesson 
unit under its bel'4 Univar-whose V.a.n 
Waters & Rogors (San Mateo, Calif.) 
arm ranks fourth amon,e- U. S. chemical 

distributors-would have an estimated 
9.7?1> market share in independent chem· 
ical distribution in the U.S. Says Univar 
President James W. Bernard: "By com· 
bining the facilities and the talent avail· 
able in the two organizations, we expect 
to improve our outstanding service ea· 
pability for customers and suppliers, 
and also maintain high standards in the 
areas of environmental management 
and product safety." 

Stock exchange. Under tho tenns of 
the agreemont, which is subject to Fed
eral Trade Commission raview for anti
trust questions, Pakhoed will contribute 

pany h.aa al50 been gaimng assets in 
the propa.ne·ma.rketing business, having 
spent $700 million sinee 1983 lo &.C(tllire 
three such companies-Suburban Pro
pane, Pargas and T~;~Cgas. 

NDCC has ·no plans to sell off any 
Enron Chemical assets if the deal goes 
through, says Allen_ He notes that the 
purchase would gi\'e USI a stake in the 
polypropylene business and remarks 
that "polypropylene is something we'd 
been wishing to gel into.'' USI also 
would get such products a.s biaxially 
oriented polypropylene film, color con
centrates, and additives for plastic flltns 
and molded parts. Enron Chemical also 
produces _Plexar r@sins, used as adhe· 
sives for multilayer packaging. Bauman 
says Enron Chemical has a high per· 
eentage of value-added products, such 
aa copolymer resins. And Eval Co. of 
America, Enron•s joint venture with Ja~ 
pan's Kuraray, will soon start up its 
22·million-lblyear ethylene-vinyl alcohol 
resin plant al Pasadena~ Tex. 

US! aJso makes color eoncentrates, as 
well as ethylene-vinyl acetate copolymer 
resins fo•· film and injection-.nolding 
apppJications and for adhesives. It is a 
major producer of ethyl alcohol, vinyl 
acetate monomer and acetic acid. 

In the Enron deal. US! would also 
pick up capacity for ethylene oxide (EO) 
and ethylene glycol (EG). Ill late Au
gust, Enron agreed to sell its Peak anti~ 
freeze unit to Old World Trading (Des 
Plaines, Ill.), and signed a five.-year con· 
tract to supply EG to the 21-million-gal/ 
year antifr~z.c unit Old World is buy· 
ing at Mapleton, Ill. (CW, Aug. 27, 
p. 21). NDCC's Emery Chemicals divi· 
sion, Allen notes, "purchases .a. fair vol· 
ume of EO-up to 50 million lb/year."D 

J,.Al\'GDOX BHOCKJNTON a ltd 
PET£R SA I'AGt' i~1 HoWJI(ttt 
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$26 million to form a subsidiary that 

will acquire McKesson Chemical. Then 

Pakhoed will exchange that subsidiary's 

stock for 3,058,00 shares, or 35r.>, of Un· 

ivar's outstanding eomrnon stock. 

For Pakhoed, the move is a way to 

diversify its soutees of income in the 

U.S. in Ql'ea& related to its primary 

busines~. says Hubert Goemans, Pak· 

hoed's corporate ~ecret.ary. j'We are 

aiming to broaden our international 

base/' says Goernans, "and we ar-e in· 

-terested in acquiring more of Univar"." 

The transaction is also consistent 

with efforts by Univar to concentrate 

on chemicals and McKesson's plan to 

be<:ome a highly foeused· distnbutor of 

health-care and retail product<. McKes· 

son says that after closing lhc Univar 

deal, it plans to sell the two remaining 

components of its Chemicals Group; 

McKesson Envirosystems, a solvent re

cycler; and McKesson Environm~ntal 

Serviees, a tA!chnieallaboratory and con· 

suiting firm specialiting in environmen· 

tal audits.· 
Univar's mo\'e fits into a bigger trend 

of consolidation among the. 1,000 or so 
independent U.S. chernJeal distributors, 

says Frank Mitsch, a senior consultant 

with consultants Charles H. Kline & Co. 

(Fairfield, N.J.), who follows chemical 

di!:itribu:tion. }t"or example, just this year 

Ashland Chemical (Columbus, Ohio), 

eurrently ranked No. 1 among indepen· 

dent U.S. chemical distributors, pickod 

up distributor Commonwealth Chemical 

and dry ehemieals . distributor Elon

Colby. Rod Parsons, vice-president and 

general manager of Ashland Chemica.l'5 

Industrial Chemicals and Solvents Div., 

attributes that trend to jja natural pro

cess" of maturing and rationalization in 

th~ business. 
Tactics. U.S. chemical distributoro' 

aggregate sales, which reached $9.8 bil· 

lion in 1985, an> eXPected to reach $12.6 

billion by 1990, reflecting a £.2:1>/year 

growth rate, aeeording to a recent Kline 

study (CW. SepL S, p. 5). But it is the 

bigger companies th.a.t will be positioned 

to tap that growth. Kline's Mil.sch sees 

the rnergets as the distnbutors' tactic 

to cope with the increasing casU of 

complying with stricter right-to·know 

laws, environm~ntal controls and· liabil· 

ity insurance coverage. 

One main attraction for Univar may 

be McKesson's strength in dealing with 

the environmental and regulatory pres· 

sures on the bottom line. HWe want to 

look ca,..fully at how McKesson runs 

its environmental control and product 

safety programs, which have worked 

extremely well for them; they ~re high· 

ly centralized, unlike Univar·~ bus).. 

ness," say& N. Stewart 

Rogers., Univar's chief 

financial officer-. 

McKesson has attribut.-

Univar's McKeUon·V•n Wllters me~ 
plan would create thl! Iargen ; ·· ::. ·: .· 

U.S. ch1!111ical·distributilr• ·.· ·. i,·. 
I . . . ' .. '.~' 

ed part of that success 

t.o its three-year·old 

centralized, computer

ized, on-lin~ order entry 

system, which it say~; 

has been a boost to its 

operating effieiem:y. 

Van Waton a. iloaon Oi• .; Unlwr 
. . 1.000 

. ·• . 0 
', McKooiOn Chemleol 

Exterision. Another 

attractiOn to McKesson, 

says Rogers., is that it 

would extond Van Wa
ters & Rogers' geo

graphic reach. Univar 

has a strong position in 

the Pacific Northwest, 
where it started its dis· 
tribution business in 
the early 1920s. But 
with the acquisition of 
McKesson, Univa.r 41 Will 
be dominant in the 

West," which, as a. 
whole, aecounts for 

: """";"" Clleii.~ta~ . · .·: · '.: , • 
Che ...... ntral . . ·• · · :c.· · · · 

. Union Chom. Oiv., Union Oil Cit ceilf. .. , 
•JpH, on 1B85 fi~tti fo~:Th• f~·l,.,r88Jt U;s.:~hllimlc•l 
(lid:r\b~,~tal'l. $r;'lutce: Ch•rt•li .... Kline .• C.o. ~FairfiOid, 

N.J.)._ 
. 

about $1.5 billion, says Mitsch. Also, 

"the product line and customer lists of 

the two companies are very similar," 

Rogers says. 
Given th~ similaritie..'> of th~ two busi

nesses, Univar hopes to boost the con

solidated distributors' efficiency by 

trimming excess inventories and prod

uct outlets. For some chemical prod· 

uctJ;, a bigger distributor may he a bet· 

ter one. Scott J. Drysdale, a financial 

analyst in the Seattle office of Birr, Wil· 

son (San Francisco). points out, /jLarger · 

distributors have the resources to meet 

specific needs, such as repackaging and 

stockpiling products at convenient loca

tions across the country.'' 

Rogers says that with more capital to 

work with as a bigger distributor, Uni

var should ultimately he able to im· 

prove the level of service it offer!:> 

its customers .. On the down side, he 

says, the move "financially leverage::; us 

more than we"d like to he in the lonl' 

term, but we should get. over that 

promptly." 
At Univ•r headquarters, the mood is 

decidedly upbeat, with hope• that the 

company may soon be a more formida

ble contender in the chemical di~tr-ibu

tion business. With McKesson, says 

J~ogers, ·rw e plan to combine the best 

of both worlds, both systemwise and 

peoplewise, to add up to a very strong 

chemical distribution company." 0 

Sl/SA.N k, JONES, wltll Nr>l Siis in Thr Hayu~ 

CW price Loteot weok-Sopt. 24 312.8 

ServiCe Pnvious weok-Sopt. 17 312.9 
Month ago-August 314.9 

Y eor-ago--Sept. '85. 342.4 

... h • ... Ftb, Mft. AtH'· May Jyu July Aut- . ·&.pt., Det. NQiv, P.to. 

.. ,-Monthly d.e'tta: U.S. Sur•.u .ot 1.-_,ar St•Unl" 

\N.eklv l)rojectitlrtlo; McGr•w·HiU £conl:l'mic:t 
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BUSINESS 

Chemical Earnings' String of Rises 
Continues irfFirst Quarter 

Profits of 30 largest U.S. 

chemical firms increased a 
composite 34%, but income of 
oil producers fell despite 
higher chemicals earnings 

William J. StorCk, C&EN Now Vorl< 

The strit:'S of earnings increases for 
the chemical industry continued il'l 
the first quarter of 1987. According 
to composite results for the 30 larg
est U.S. chemical companies, prof
its. rose about 34% over the same 
period in !986. Earnings also in
creased at most diversified com
panies that are producers of chemr 
icals. 

However, oil companies that pro
duce chemicals were not so fortu
nate, as total earnings fell because 
of the weak oil eronomy. Nonethe
less, their earnings from chemical 
operations improved over the year
earlier level. 

past several years. These include the ing to seasonally adjusted govern
modernization of plants, realign- ment data. 
ment of corporate operations such Although official labor depart~ 
as disposal of minimally profitable ment statistics show prices still be
businesses, and, probably most _low year-earlier levels, they are 
important, the reduction of employ- strengthening on a quarter-to-quar
ment rolls and associated employ- ter basis. And, according to chemi
ment costs. This streamlining has cal company executives, they are 
lowered breakeven points at chem- strengthening for certain products. 
leal companies and has provided Pricing problems in a period of fall
them, in anany cases, with earnings ing oil and ga!) prices is an old story 
leverage sufficient to boost profits for the chemical industry, as chem
out of proportion to even a slight kal customers demand passthrough 
improvement in operations. of any cost break that the producers 

Fortunately the companies are get- receive on raw inaterials. Now that 
tlng slightly higher operating rates the price of oil has increased, price 
as demand i:ncreases with the im- increases seem to be easier to push 
proving economy. Only two major through. 
markets for chemicals-fertili~ers Also aiding demand in the first 
and oil field chemicals~continue quarter was a steadily improving 
to slide. There are indications of foreign \{Ode picture. Export demand 
some improvement even in these for U.S. chemicals has been grow
two se:ctors, as the farm. economy ing while imports into the U.S. have 
begins to show signs of strengthen- been declining. However, this trend 

· ing and as the price of oil increases is not as strong as the chemical in
enough to justify some domestic oil dustry would like. And it is some
field activity. what skewed by large imports of 

Chemical companies are ·still 
reaping _the benefits of the stream

..... , .. ' 'iinii\g of their opern'tions over ·the 

Consequently, output of chemi- finished goods contaimng chem1· 
cals and allied products in the first cals that are not reflected in the 
quarter of 1987 improved almost 5% chemical \{Ode figures. 

·" o>ier"ihe' yeai-e'ai'li~r"level; attord• ~ "' ·AB 11' ~eoult Of' the inereased ·de- "' 

~ :. ·:·.•., · .. ·_ chemlcal.lndusb} leaders for ihti fliilt qtiarter · · . , · · ,., ·. ·· ' · .. , 
• .;,i!!a..;!' ~· .. :~~:..-•. ~~·· ... ~f'"'O'I"i':'!:!-' •'"'•'!<.••·l'"":":.•! o!./!•<.•"'r)•;.o~.-"':'··;;. ·.=-=.·~~ •. ,..,..,.,~.~ .. i %"t' ~O$:..if.\~~ij~~l I h. ~~l;<!io.''li ··'lj •~lif(t't ·,_ 

s-~- ~· Ptofi~AbUttJ" .... 
1117 ·• Millon& 11'11 

1 DoW' CMmleal $301S.o 1 

.... 
SMflt.:..w 1111 

Dow Chami~::BI $246.0 1 ktt•rnatlonal flavors 16.4% . ,.,.,_ .. .,. ........ ,.,~ .. ~ ""'''~ .. n.'"-!-·fNonHntO ····.·•·· · ..,.·..,~··.··1el3e.o~ .. 2'., .... · · MOnt.antcii .... "" ~~ ........ ": -~· ·.-,3s.tr"'·=·= "!. ·.·.- ~ .... ,.,.,~, ........................... ,...,.t;e·~···~-...., w-;: --
3 Union Carbide 1681.0 3 union Carbide 65.0 7 IBeh labor •torle.- 11.0 2 
4 Ame,le•n Cyan~ld 1014.1 • American Cy.naml(l 65.1 3 Rohm & Haas 10,8 a 
5 W.fl.Grii.C@ 926.6 6 Rohm & Haas 57.4 6 Loetlte 9.7 7 

& Hlm:ultlll 664.3 7 Hercu~5 47.7 4 Natco Cnemtcal 8.6 4 
'7 Nalionll Dl$1111e!li 656,7 10 Ethyl 46.4 8 Dow Ct.emle•l 8.2 11 

-,~-L"-"_'"'"_._ .. _.~F_~_.'_ .. ?.._,"_:::_".._._,_-_.··_;•_;·_'"'.;. .... _·_;~_,"".;.·_;• .... .;.--·_;".;.~~_;;_;~_;~_-..:·•l1!111.fft._;~_;~:..;~;.:~a.:.'~..;::D;:~:;.O::Ci:C:I~;;::-::,"·.;.·..;·';,.••..;--.;;;''·,:;"~;:::_;::..;"·..;·;::··,:;:;::,•:_'·::.··;;;--.::.•::·"'··,!:•;_..;.;;;·:;,.~._.'-'" .. -''""-'"'-'""'"'-·'"':.0'·"-·=="-''-"'-""J>'-

20 Msy I 1, 19B7 C&EN 

1 RohmA Haas 533.1 8 

9 "'' Proclueta 527.1 9 
10 B. F. GoodriCh 485.6 6 

Lubrtzol 8. I 11 

Air Produc.tl 7.8 4 

VIBI.U~ ctn~mle•l 7.4 13 
Mottu"to 7.4 10 
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Chemical industry 1987 first-quarter results 

• Sales cilmbed 7% 
• Earnings jumped 34% 
• Profit margins Increased 
• P-rodw:.tlon rose 4. 7% 
.... ··- ---

( • Prices fell slighilf) 
\ ............................... .,_ ...................... -···--·-·· 

Profit margins 
After-tax earnings as % of saki& 
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% chango from year-earlier Quarter 

8 

6 :-

4 ~rr· ~: 
, .. , ~· 
; . :.·· 

2 
' ~- ' ol!'" .. :~; 

,. 
0 

0 
' ~ .. 
.. ~. 

.•· 

-2 
It·. 

-4 
1i85 

Production 
% change from 
8 

1111 1$U 

1117 

Earnings 
% t::hange from year•earlier ~I.Jarter 

40 

10 

0 

-10 

-20 

-30 

,, . . . .~· 

-~~--------------~~ 1t8S ltll 1887 

Prices 
% change from year .. arlltu' ~uC~rter 

2 

':' 

·· .. · 

Sales in 1987 will climb about 10% and earnings willlncniase 25%, 
boosting profit margins to s. 7% 

, Atuluat· Utirs~;~~·~"~ .~''·'· ~~~~,,.~~·,.., ~- ·"'' · · -;~nnuarearRlnga· ·· . .'l, ·:!}; •·· -· -~·· ... · Ai'1nuiil l'lroflt mat'gln11 "•' _,,.,, ''"' 
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197tsn711t*O 11 12QIM 1!1 Hl7
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,' .· .. :· 

.,. bUed on ~bi..t ~~~- 01 :tOC'Citnpllll"'itri:ilil!llmt on P1119t 1!2. 1C1£N •"'lifmd". 
• P' ,;."•'""' •• vo."·'~ "~· •.',"·;•. ··.• •·• ., .. · .~ , .·,,.· 
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Business 

Earnings, profit margins increased substantially in first quarter 

ltlr Pruductse $ 527.1 $ 41.1 6% 5% 7.8% 7.8% 7% -2% 7.1% 7.8% 

~me~~~~n Cyan:arnidt 1,014.1 65.1 10 33 6.4 5.3 10 46 5.6 4.2 

. Arffi.h&Ch 206.7 13.6 7 64 6.5 3.8 na na na no 

Bell Laborei{UrkUi 88.6 9,7 • 2 11.0 11.3 6 -3 10-2 11.0 

Cabot" 331.2 19.4 -3 3 5.9 6.5 
_, -· 5.1 4.8 

Chemed g,,2 4.3 11 24 4.7 4.2 5 -3 4.5 4.6 

C'ompton $ K"OW'IH 55.8 2.4 • 11 4.2 4,0 -2 8 3.8 3.5 

Dow Ch•mlt.:alc:,tJ 3.015.0 246.0 10 41 82 6.4 -1 560 7.0 1.1 

l:lt\yle 389.0 46.4 3 32 11.9 9.3 3 31 11.6 •. 1 

flnit MIISillippJ 11.3 2.3 9 3 3.3 3.4 -o -60 1.7 u 

Ffeeport•MGMolian 218.8 7.7 37 -16 M 5.7 0 -27 '7.8 10.7 

H. B. Full•r 137.4 3.6 15 31 27 2.3 17 38 3.8 3.1 

15. f. GoQodrl~c; 485.6 3.8 -33 ""' 0.8 del -27 -319 1.7 -M 
W. ft. Grace"" 926.6 11.7 10 75 1.3 0.8 -43 -62 0.5 1.7 

Hercuteat 664.3 47.7 3 5 7,2 1.0 2 45 7.9 M 

International Fltvo,.. 179.0 27.S 21 25 15.4 14.9 23 23 14.0 14.0 

hde'"atlc:mal Min•ralte 456.0 16.0 S'l 589 4.1 0.9 23 -223 -0.9 0.9 

Loc:tlte 89.7 8.7 34 61 9.7 7.2 25 27 9.3 o. 1 

Lubrb:ol 272.6 22.1 -1 26 8.1 6.4 -18 -1 7.7 6.3 

Mor~S.Iimtot 1.866.0 138.0 7 17 7.4 6.8 2 50 4.6 3.1 

Naleo Chtmh::al 191.6 16.5 7 18 8.8 7.8 8 -13 8.1 10.0 

,...tlonal Dl&tlllert.~ 656.7 2$.9 39 64 4.~ 3.7 -3 35 3.5 2.5 

Olin' 467.7 21.5 • -20' 4.8 a.o 0 -3 3.0 3.1 

Ptnnwall 276.6 12.4 • -11 
··~ 

5.2 7 191 4.5 1.7 

Petroute 63.9 4.0 -16 -31 8.3 7.7 -13 -26 5.8 e.g 

AelebhOid ChemlcBit 183.8 u -12 96 1.4 0.6 -13 -209 1.2 -1.0 

Rohm& Hooo' 533.1 57.4 -1 50 10.8 7,1 1 34 9.1 6.6 

l..Mion Carbide'~ 1,681.0 66.0 6 74 3.9 2.4 -15 -13 2.5 2.4 

Vloto Chemloat 151.8 11.2 1 25 7.4 6.0 na "" •• na 
Witc:ot 333.9 13.3 -3 -6 4.0 4.1 -8 8 u 4.2 

Tot.ti1S larger companies $13,341.3 $824.7 7% a?% 6.2% 4.0% -9% IS% 4.~% 3.3% 

Smalltr "tS COtr'!plllniH $ 2,28M $148.6 7% 19% 6.5% 5.9% 1% 1% 8.4% $.0'1!> 

IIRAND TOTAL' $1&,526.1 $973.3 7% U% 6.2% 5.0'll .-a% 18% U% 3.7% 

dJti1~ 1T0m wnl"inlllngllJHiflllil:m, I!:Xti!JIJOQ ma:jor JI(O'«lll'finv,:Rid lltll(iJ'IItOI'dNI'y lt•ms. D bn"'ii''gUt5 a ~11!9 (II~. COM Of the 151af~81CQl'l'IP"ffiiiiS. d A~6r.fl 

ior 1~..mt)l'lo\h J~.onnlngd.lta do fW'! lt~eh.drr Dow.~- ~$1nr::~ a~ I'IO!'IN<(;I.Iflll'lQ INm, and A.ti~lllltit!JWI Vitti !Or wtlloh I~ are Mt..,.llllllilblol. d4ll • ~nelt.t~• • nM 

4Jdllaible. 

'II. •'"'•d ,.,~,1:.~.,1<•·~.,·~; · ,..,....o,w~· .. ·:,·;••*··"'•"'~.<· ·•if,•.'~'· ;·,.,~·•·!1> ·+:o.< ·., .• , ~'""·':;'''II• ;.,..4. "'"'""""'·~:. ·· r,~ .•• ,., ·,; ;'}; ,., 

30 companleo 
·· first 

.-'""" "~·'·· ... ....,,,,, ..... ,,., ............... - . ·'·''' 

· !hlo group ooar~ almost 7'6% on 'a 
Ales i.ncrease Of 7% from the fourth 
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BUSINESS 

Top 50 Chemicals Production 
... ·- - , ____ ...... , .. ··- . -

Steadied in 1986 
Output slipped slightly as 
organic chemicals rebounded 
to increase 9.2%; inorganic 
chemicals, however, continued 
their poor showing 

MarG S. Reisch, C4EN New Y0!1< 

An imp.roved housing market and a 
good year for auto production 
helped stabilize total U.S. chemi· 
cals output in 1986. Production was 
down a marginal 0.6% in 1986 com· 
pared with last year as indicated by 
C&EN's Top 50 chemicals group. 
This marked an improvement over 

1985 when total U.S. production 
dropped 2% compared with the pre
vJousyear. 

The partial recovery due to im· 
provements In housing and auto 
markets was dampened by the con· 
t!nuing slUlllp in the U.S. fann econ· 
omy. Also having a negative im
pact were imports of chemicals, 

·Which remained at historic high lev· 
els throughout 1986. However, U.S. 
exports of chemicals increased in 
1986 with some help from a decline 
in the value of the U.S. dollar, which 
made chemicals cheaper for some 
foreign buyers. 

Rebounding from 1985's poor 
showing, the organic chemicals com• 
ponent of the Top 50 showed the 

About the Top 50 list of chemical products 

greatest improvement. Production 
of those substances increased 9.2% 
compared with 1985. That was • de· 
dded improvement over 1985's pro
duction decrease of 1.9% compared 
with the previous year. 

However, like the year before, 
1986 was a poor one for inorganic 
chemicals nearly across the board. 
Output of the major fertilizer chem· 
icals, Including phosphoric acid, 
urea, and potash, continued to de
cline substantially. Othtr big-vol· 
ume inorganics, such as nitric add 
and ammonium nitrate, also showed 
huge decreases. As a :result, inor .. 
ganic chemicals production de<:Uned 
5.1% in 1986 compar~d with the pre• 
vioUJI year, Over the past fi.ve years, 

Government data, lratle asS(ICialloll fig. tier years lllat appear In !he !able on applicall011$, Refractory (d'!lad.J:>umO!.l) 
ures, and lndU$1ry estimates all go into page 21 are different In some cases dolomite Is excluded In 111e calcuiatlon 
preparing C4EN's aniNUI list of lhtl from those published In last year'& olllme production. 

·Top 50 chemical producl!; •.. o;a.nk.ed .. l!y •.. T"P. 50 reP9rt· J'he llnal,repo~ alo.o.. .)~ lhe.~gan\¢allst, sum petroclle!n, . prO<Juotltm volume. The federal gov- oan affect !he ranking& of chemicals. leal feedstocks as ethMe, butane, and 
ernment Is relied "P<MM most heavily, Thli 198li ranl<lng& oi 33 chemical& propanol are exeluded arbllrarlly be-....... .,.···--~~~ft~,~~~~-- .. 

~. 
. ! 

k -.. =5· ~~==~ f": 
·; ........ 

. ., .lnlomlallolllhat lndi.Yiduol 1:01111* 
nles repOrt .. But !hey are. an objective 

tor., Mstlnclude all baolc,ln!ermud~ - ed. Admitbldly, this makes .lha nat leu ..... 
""'· end cht>mtc:ally homageoeo"" , • .,. ... pura t:homlcaliy. · · : ... - ' · 

many v-•. sc:- bl-• 
curate Indications of growth can be end ptopylene to downstreom prod- jo a varlet)' of units-millions or 
made ooa con•l""'"' basis.·· uctt; liko •inyt .·'"'"tate· end elhyleno · pC>url<ls, tho..,.,..s of ton&, ·billions of 

At lhlo lime of year, C&EN has ao- glycol. cubic feet, mllllono of gallono, metric 
cess only to preliminary repOrts of The rostftr also Includes basic lnor~ tons. To provlde an accurate ranking 
production lor 1986. When the g<>v· garilc chflfnlc:als, but dom not Include and 10 make .. comparison of produc:-. 
emmern and lrede ·assoclattoos aue. whar .. C&EN conoidoro 10 be mineral&;· lion vol""- easier, .c&El'i not only .. 
1helrlioal reporto.lhe outcome cari1>e ouch"" san.gypolllll, and iullur. Lime· gives Pr-IOri In c:Ornmon units but ' 
changed, oometimeo dramatically. As Is Included btiea""" n ·1s ptOC<Ill$$d converts production to billions of 

•I:Jf:,. .... ·-:-G·rusuft;the,~-.flpni-·IOr'·-~~ ........ .,..,-ohemlcal.and:,~jo(>~fiOI,nls-,~~*), ;·_·, ... :~~~~~ ~ 
·····;. ••• -,.;_ ..... ,, •• ,. '"-~·-·-·· ·.:,.·~- .••• ,.,, •• !'-' .,.J,: ,:;_' ,.. •(' . . ~-· ' .... 
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Top so chemicals production declined less than 1 % last year 
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Nllrogen 
Oxygen 
Elhylone 
Lime-: 

Ammonia 
SodiUI'I'l hydrQ~Id" 
Chlorine 
PhOSphoric acid 
Propylene 

Sodium carbonated 
Elhyi0110 dlc~lorlde 
NitriC acid 
Urea• 
Ammonium nitrite' 

11:......... tv 0 ! l 
Ethylhenzene 
Carbon dloxldeO 
VInyl chloride 
Styr*ill 

fltlphthallc •cl" 
Mel hanOI 
fot~dtochlorlc ac:ld 
Ethykml.'!' CJ:.;Ide 

TolueMI 
xyrena 
E1hylono glycol 
p-Xylone 
AmmDnlum 1ulfat• 

c ....... 
Acetic: IC~ 
Phonal' 
Butodiene' 
C:.,...nbl .. k 

t,UIIaru: 11M Nil 
1011 , •• , 

73.84 
48.62 
$$.03 
32.81 
30.34 

28.01 
22.01 
20.98 
18.41 
17.34 

17.20 
14.53 
13.12 
12.06 
11.11 

10.23 
8.92 
8.50 
U2 
7.84 

7.88 
7.33 
5.97 
5.94 
5.89 

$.82 
5.55 
4.76 
4.67 
4,17 

3.70 
2.93 
2.92 
2.69 
2.69 

79.30 38,822 tt 
<7.46 671 bof 
32.53 399 bef 
29.85 32,811 m~ 
31.50. 15,172 u 

34:64 14,005 H 
21.79 11,007H 
20.79 10,469 II 
21.04 uos n 
14.89 17,343 mp 

17.19 
12.10 
14.73 
13.36 
IMS 

9.39 
7.39 
9.25 
9.46 
7.62 

6.49 
6.00 
U1 
5.43 
5.61 

5.07 
5.31 
4.18 
4.78 
4.19 

6,600 H 
14,529 mp 
8,562 tt 
6.029 rt 
5.558 H 

1.369 mg 
8,915 mp 
4,252 n 
8,41S mp 
7,838 mp 

7,684 mp 
7,327 mp 
2,963 tt 
5,943 mp 
5,885 mp 

802mg 
771 mg 

4,7!19 mp 

4,669 mp 
2,o66 n 

3,695 mp 
2,931 mp 
2,921 mp 
2,593 mp 
2.585 niP 

39,851 tt -7.1% 
6$5 bof 2.4 
393bef 1.5 

29,847 mp 9.9 
15,800 tt ... ' . -4.0 

17,319H -19.1 
10,893 rt 1.0 
10,395 tt 0.9 
10,518 H -12.5 
14,887 mp 16.5 

8,597 tt 
12.101 mp 
7,384 H 
6,678 tt 
6,776rt 

1.275 mg 
7,386 mp 
4.623 H 
9,463mp 
7,622 mp 

8,49Dmp 
5,003 mp 
2,807 n 
5.430 mp 
5;606 mp 

699mg 
736 mg. 

4,178 mp 
4,779 mp 
2,093" 

3,345 mp 
U97mp 
2,777 mp 
2.340 mp 
2,571 mp 

0.0 
20.1 

-1o.9 
-9.7 

-18.0 

u 
20.7 
-8.0 

-11.1 
2.8 

18.4 
<6.5 
6.3 
9.4 
5.0 

14.7 
4.6 

13.9 
-2.3 
-0.3 

1M 
u 
6.2 

10.8 
0.6 

1tu .. 11 1tt1.-ll 

-5.1% 
-0-9 

2.1 
-u 

-2.0% 
&.5 

-1.5 
2.2 

-u .... -.4.3--

3.8 -,6.0 
-D.2 1.1 
-2.8 -0.6 
-7,5 -1.6 
-4.3 5.2 

1.0 
13,0 

-4.7 
-10.2 
-$.2 

-9.3 
. -2.3 

1.3 
su 
-1.1 

9.8 
-38.9 

2.7 
-4.7 
-3.6 

-4.0 
-13.6 
-13.4 

12.1 
u 

-10.9 
10.6 

-3.9 
->4.6 

. •11,1 

0.8 
7.8 

-.6.3 
-5.6 
-e.e 

1.2 
2.7 
2.3 
4.1 
3.3 

4.3 
-3 .. 1 

3.0 
2.9 
0.6 

-u 
-2.6 

2,8 
0.6 

-0.9 

u 
-M 

2.5 
-u 
-1.1 

0.5% 
8.8 
0.4 
3,9 

-2.L 

-1.8 
0.5 
0.1 
1,5 
u 

5.1 
8.1 

-1.7 
4.4 

-2.5 

-0.3 
4.4 
8.0 
4.0 
2.2 

0.8 
1.6 
1.6 
3.6 
0.8 

-2.2 
0.7 
3.6 

u 
0.4 

3.1 
1.8 
3.3 

-3.0. 
·,-u 

I 
''·'~ ~~·~-~ .. ~ ~.;~ ·-~~· ~~~~· ::~~..:. ...... ~.~~~·~··~ ;::: ,'•;· ·:~:::~. ,.;.,~:~::m.;..-,~ !:::;;~·~·,'··•::! .. :.r·~:~:~~'·.r~+~,·:~~~.:~·~w'·~·~·•,~.~;;~, .. ~,.._~~····:~~-""•· I 

38 37 P"""ltl"" O•ltlo 2.48 2.40 2,480 mp 2,400 mp 3.3 ' 34.9 · 6.1 . . 3.1 
99 SB Acfy~· "2.31 2.35 2,314mp 2,348 mp' -1.4 . .6.7 . . .. 3,o· .... , . U. · 
40 40 Ylniolacot01• 2.25 ·2.11 U49mp ·l!.112mp a.fi .,.~,-.u,.":.'". , ... 3.6'· :. '.': .' "'.:i·.· .,, 

...,.. 'Wiilltf.: '· 41 ~1· .31 ~u.;~;~;:.~··'"·"'''2:'irwata&~··--2.23'r~~1~·~~~.!·•·• · t;A''~~··•.t•.._,. • ...,., . ..,. 

.. ~ ' .... 

42 44 · CfclohoJIM 2.07 US 2,071 mp . 1,057 mp . 25,.0 ; • !""16.8 ;· < ,1!,$ · , . ...,0,5 
43 42 -- .. 1.94 1.79 1,&38 mp 1,1ee mp u -4.0 -2.0 ·o.~· 
44 .. 3 TH1In1um cilo.rcse 1.83 1.72 ln.7tt &Go tt · CUt' 3.o· ·a.~t · ... 2:S ., · 

46 46 l:ololom <hiOrldo' 
.-1 45 $0Cihlm 11dlat-' 
48 47 Adipic oold 
49 50 IOOJ>rOpylaiCOhoi 
50 49 Sodium lripolyplloopl>ol• 

TOTAL ORGANICS 
TOTAL INORGANIC& 
GRANO TOTAL 

1.58 
1.55 
1.52 
1.28 
1.27 

118.00 
35u.IO 
538.80 

1,44 788 tt 721 tt 9.0 -3;9 0.4 0.5 

us 
us 
1.45 
U4 
1.25 

112.18 
319.11 
541.72 

760n 
775U 

1.522 mp 
1,275 mp 

634n 

4 D .1 .: A,,.,..f, ,il ::;:::q IPiffR.,....·#,;;:;;: . ..-."'~"-~~ ' ; . ~...,..,.......,,.,.,. 

940 n -11.0 -10.4 -a.2 -4.2 
827 n -6.3 -5.2 -6.9 -4.5 

1,453 mp u 4.~ 2.0 0.0 
1,235mp 3.2 -1U -6.2 -4.1 

&25 n u -7.4 -u -u 
U% -1.8% 1.8% U% 

,.5.1%' -2.0% ,-1.6'11> 0.8% 
-0.1% -1.0% -0.&'11> 1.5'!1> 
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2 Finances of the US. Chemical Industry 

Prices of chemical stocks surge higher In recent bull ~arket 
SrOck price lnde~ 1954 • 10Cl" ' 600 

. . . . 

·--·-- 1-·--- - .... --··--··" .,. "'"" ··-·" .... --·~·-···· --····--· ............... .. -·-- .. .. ·---- ·-··--·· --···---

400 '· 
t I 

. I r 

It ~ ~ r r r I r r l ~· ~ ~ ~ L 
~ ' ~ ~ I r • L t ~ r 

300 

' ~p ~ ~.· . ~ I • ~ ~ t I 
tHigh 

Cloo• 
Low 

100 
1!!117G ' 1177 

SHIPMENTS: Like ll'llfulltl'y as a whole, chemicals showed no growth In 1986 

·-~ 
...... ... ,, . 1 •• , ..... ,,,, ,.,, .... .... ,.,. 

""' 1177 "*" 1iU:...U ;•7·~·· All manul•e:tvrlng $23~7.6 $2341.2$2274.9 $2047.~ $1910.1 $199~.6 $1851.011727,2 $1523.4$135$.4 $11$5.6 0% 7,. lnd\lltriH 
Chemleals. and .-llied 214.0 214.3 211.6 190.2 17111!,8 175.1 161.! 147,7 129.8 118.2 104.1 0 7 products 

Industrial Chl.lomlcalslio 70.4 71.6 68.7 59.1 55.8 60.7 66.~ 62,3 44.8 41.5 35.8 -2 7 brug!li, soap, Pnd 
tolloltlo$ 

61.8 56.1 53.1! 60.4 ~8.6 44.1 U9 36.7 34.7 3U 21.8 10 8 
Petrohtnm •nd coal 143.0 194.0 200.6 191.6 206.4 22D.3 198.7 148.4 103.9 87.$ 82.3 -26 6 products 
Rubber and pltltlitlc 47.7 ~8.2 52.1 SD.3 50.2 ~u 47.3 46.8 43.2 3U 31.8 -1 4 prod...,l$, ... 
Plptr aNI 11IIIR 108.~ .97.~ ou 85,1 79,0 78.ll 72.0 85.2 $7.0 62.1 48.2 12 g ..... ~ .... 

C-loolo Oftd oln..l 30U 292.4 287.8 loduslrial.......,.ooto 338.3 8$3.0 aau 284.0 22&.8 4 P"'!>>'Odpalnl 276.8 27U 264,7 262.9 249.8 ~04.4 192.3 18U 174.4 2 & ...•• ,·.r . .,,,,P,41~ff'l.., .... , ... , ....... -.::·,. ....... .... 333.7, . 32li.7., .. JI05.8 .. aou •. 300.1· .. -241;2· i12.f"·IOS .• ''189.8 '"·"-&'"'' · .,. S ,...;.,... ' Orugs ond phormoO<UIIoofo 256.3 '240.0 22U 210,1 193.$ 16Q.4 146.1 140.5 134.0 8 7 Fats and oils, Inedible" ~9$.3 371,4 2113.7 28?.1 296.8 376.7 31U 279.0 24U -27 -1 Agric'-!llural Chemical&"'""' 281.3 284.8 260.7 292.7 265.0 214.4 198.4 117.8 188.4 -a. 4 Qhemlc:at p<OductJ 
Pilstle teains and l'nl;lterlaiG 295.9 304.7 sou 290.2 283.3 28&.2 279.2 288.8 199.8 195.7 184.0 -3 4 Other ehemiC41Js and altied 285,9 284.2 277.5 273.7 21U 254.2 22U 191.8 181.8. 17U 170.7 1 5 prod\lc:ts 

. -~y ftub..,.oncfplootln,..-... 248.0 245,9 24&.8 243.4 241.8 2*2.8 217.4 194.3 174.8 167.8 151,2 0 4 
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Product Report 

Shipments may decline, but value 
may surpass $10 billion this year 

Civic centf!!'l' wJth stHl p•nels cO.Mted with Cliddf'd 1
iJ fluoroc,ubon JMint 

Last year was a bailner year for paint 
production, U.S. manufacturers 
shipped a record 967 million gal of 
paint and o:oatings wo1th $9.68 bil· 
lion, according to the Depa1tment 
of Commerce, The 3% growth in 
shipments in 1986 and the 5.4% 
growth in the value of those ship• 
ments in 1986 is no small accom· 

pliahment given the large size of 
the paint and coatings market. 

There is more than a little life 
left iJ\ a bus.in@l!is that has been char
acterized as mature, highly cyclical. 
and largely dependent on volume 
markets, Because of a continuing 
ebullient economy, 1986 shipments 
increased in every category served 

P.anll!!l~ tt~ated with diflerf!:nt ~~li~ th<ilt h~v~ bflon O"J'•P.Ool f<>r "' ye•aro ;n 
. sublroplrJ~l Fl<~rld .. toiS' •nal• focing $11ulh. Top :Z or;a ollh• 

panrl• w•rt COVfrtd by tb• rack atod "'Pm•ntth• original mloB of tilt 
p•ntM. Blw p.a;.t~~t.bl on MCh •ad, co.al:f!d with Glldthn nuoroc.arbon p;ilnts, 
5how how such ctYtlnp u&&t oolor ~h.anp when expou:d to hot sun · 

1:1 -~21, 1U7C&EN 

by paint and coatings manufactur· 
ers: architectural coatings, product 
coatings sold to original equipment 
manufacturers (OEM), and special· 
purpose coatings. 

Preliminary government figures 
show, however, that the pace of U.S. 
production slowed in the first ·half 
of 1987. Real gross national product 
declined from an ilnnual growth rate 
of 4.4% for the first quarter to 2.5% 
in the second quaner. The slow· 
down }l!JS already affected 1987 paint 
and coatings shipments. Unless the 
economy along with the paint in· 
dustry experiences an unusually 
strong second half, the 'industry will 
riot only be hard pressed to match 
lui year's shipment figures, but also 
will be unlikely to surpass the bil
lion·gallon shipment mark, 

For the first six months of this 
,Year, shipments declined 2.7% to 509 
million gal compared with the first 
six months of I 986, Shipments of 
architectural coatings, at 257 mil· 
lion gal for the first six months of 
1987, remained virtually unchanged 
from the same period in 1986, 
whereas those of product coatings 
increased a slim 2.4% to 179 million 
gal. And shipments of special· 
purpose coatings slid 20% to 72 mil· 
lion gal. 

However, the value of paint ship
ments in the first six months· in· 
creased 6.8% to $5.3 billion,. com
pared with the like pedod in 1986, 
And at this r:ate of increase, they 
may finally crack the elusive $10 
billion mark, The value of architec· 
tu.ral coatings rose 4.4% to $2.2 bil· 
lion, and product coatings increased 
in value an impressive 13% to $2.0 
billion, Special-purp~;>se coatings · 
grew • morginol 1.1% to $1.0 bil· 
lion. 

This year will not be so good a 
year as 1986 for the paint Industry, 
forecasts Business Trend Analyshl 
(BTA), Commack, N.Y., a market re· 
search firm. However, it does pre· 
diet an increase in the value of ship
ments. In a study of the pa.int and 
coatings industry it intends to pub· 
lish at the end of this month, the 
Long bland-headquartered consul
tant looi:J for a 4.5% increase in 
1987 sale;~ of paint and coatings, 
but note• that "olow price gain• in 
the lll'Chitectu.ral <:<>atings segment, , 
coupled with slackening durable · 

?: 
' 
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Shipments rise In all categories, but prices up only for architectural coatings 

A.rc~ite~Wral coalingo 

Sl'\ipments, millions Of gel 

4!10 

460 

1440 

I 
420 

0 
1912 .... 19U 1H$ 1H8 

Product cuallllll$' 

Shipment$. mllliol"s. of gal 

340 

420 

300 

! 
1 200 

I 0 
I 
I 

Special-purpose coatings ' ' ' ' Shipments, millions of ga.1 
I 

I 
148 

147 

148 

145 

0 .... , .. , ,. ... .... , .... 

goods output, porte11d a lllckluster 

1967 market pedormance," 

A 1986 profile of the industry 

based on Bureau of the Census fig

ure& shows that aJ"chitectural coat~ 

ings/ which include both interior 

, and exterior house paints, continue 

to make up almost half of oil paint 

Shipments,$ billions 

4.5 

4.0 

3.5 

3.0 

0 

Shipments,$ billions 

4.0 

3.5 

3.0 

2.S 

1!1lt ~~~~ IV .. 1M5 "" 
Shlpmeoti€1, $ billlont> 

2.0 

1.8 

1.6 

1.4 

0 ,.., , ... , ... 1915 1911$ 

sold in the U .5. Product ~oatingo 

for the original equipment market, 

which includes automotive and ap~ 

pliance coat1ngs, accounts for some 

35% of U.S. paint volume. And 

opecial-purpose coating• comprise 

about 15% of total paint shipment•· 

That category includes large-volume 

$per gal 

9.0 

8.6 

8.0 

7.5 

0 ,,., 1813. .... 1$15 .... 
$per gal 

11 

10 

9 

6 

0 

14 

12 

10 

8 

0 

maintenance items, automotive 

reflniohlng. and coH coating•. 

Shipme11ts uf archite<lunl coat· 

lngs in 1986 i11creased morglnally 

from l965 to 480 million gal. How· 

ever, the value of shipments con:

tinued to improve, up 7.6% last year 

to $4.12 billion, and the unit price 
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Product Report 

Three main paint categories break down this way 
Archltectural coatings 
Exterfof house paints 
Interior houso paints. 
l.lnderCOilters, pr'imers & sealers 
Varni she:& 
Stains 
------·----
Product <:Oilllllga" 
Wood fU(J'Iiture & fixtures 
Automotive 
Metal containers 
Machinery ~ equipment 
Factory~finished wood 
Metal furnUure & fl><lureo 
Sheet. strip & coil 
NQnautomotive tr~n&portatlon 
Appliances 
Electrlcalln$ulation 

Marine 
Film, paper & loll 
Pipe 
Toys & spOrting goodo 
Miscellaneous consumer & industrial 

products 

Special-pur- coallngc 
Automotive & machinery refinishing 
High-perfor~nce maintenance 
Traffic paint 
Bridge maintenance 
Aerosols 
Swimming pOOl coatings 
Arts & cra1111 
Metallic coating$ 
Mu~icolored coalinOI' 
111 Or1pma1 •quir;>mltllt!'l\l.ll'oulacull!f.lo. ~e•~ 5f\11nlerr~~~tk:Jn;at 

~----------------~ per gal increased 6.7% to $8.56. De· 
spite its reputation as a lackluster 
category, architectural coatings was 
the only segment to show an in· 
crease both in shipments and value 
in 1986. Analysts suggest that the 
decline in interest rates along with 
a pickup in housing starts has 
spurred demand for more single 
family homes for the baby boom
ern, and that this trend will con
tinue into 1987. 

Paint production worker 
employment rose in 1986 
Thousands 
60 

Nonproducllon work•ra 

4or---------------~ 

'PrOduotiol. worlrOrii : ;;: · • 

~.W.n:-:ln~,.L-':':, ·.~,'-,-:':,.:-·~:~;"·':':,. ':" .:;..,:~':···~n 

Product coatings shipments for 
the OEM sector increased 6.9% in 
1986 to 339 million gal. Though the 
value of product coatings shipments 
rose 5.6% last year from 1985, unit 
price declined 1.3% to $10.53 per 
gaL 

SimiLarly, special-purpose coatings 
shipments and total value of those 

~ Gap Is widening again between raw material, paint prices 1 

Price indt.x, 1967 =:: ,00 
350 -

1-------1' 

' F M A Ill _, ... , 

shipm~nts increased, but unit val• 
ue declined in 1986. According to 
the government figures, spedal
purpo~e coatings shipments in
creased 2.1% to 148 million gal in 
1986, and the value of those ship
ments increased 1.0% over 1985. 
However, unit price declined 1% to 
$13.47. 

Arf!'as such as water treatment 
equipment and hazardous waste 
treatment equipment will lead an 
increase in demand for paint ac~ 
cording to )ay R. Willner, president 
of WEH Corp., San Francisco-based 
market analyst con~entrating on cer· 
tain industrial and special•purpose 
coatings markets. The market for 
bridg• and highway coatings also 
likely will show a strong increase 
in demand, says Willner, as marty 
of the nation's busiest byways are 
in serious need of attention. Higher
priced, long-lasting coating systems 
will be the answer, he adds. 

Willner says that demand for rna
rim~ coatings is down as new ma· 
rine construction in this country j~ 
"dead," and offshore oil drilling ac· 
tivities are flat. 

One major trend in the mainte
nance coatings business i$ a move· 
ment to farm out the maintenance 
of large petroleum refining, petro
chemical, and pulp and paper plants 
to specialists. In this case a supplier 
takes responsibility for assuring a 
plant is maintained according to or
dinances, sand blasting and coating 
equipment and plant as necessaty, 
Willner says. Leaden in thi> new 
marketing approach to plant coat· 
ings and maintl?ttance include Ou 
Pont and PPG Industries, he says. 

Overall, the palnt business te
mains a highly competitive one de
spite the litany of mergers and ac
quisitions that have tended to con~ 
centrate it into fewer hands. The 
past few years have seen a number 
of changes. For lnstance, Jmperial 
Chemical Industries purcha.sf!d Glid~ 
den, BASF purchased lnmont. Du 
Pont sold it~ Ludte line of paints to 
Clorox, and Valspar bought Mobil's 
U.S. and Canadian coatings opora
i.ons. 

Despite the numbers of purchases 
and acquisitions, industry sources 
repon there still are about 1000 paint 
manufacturers in the U.S, (down 
from about 1500 in 1963, say• one 
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I 110urce). Because of the competition, 

prod.uct advances do not readily 
ll'anslate into huge profits because 
competitors quickly catch up with 
advances of their own. Pricing is 
frequently the manufacturer'; key 
to a larger share of the market and 
thus greater profit;. And in a bid 
for greater share of market, manu· 
·facturers have tempered price in· 
creases even though raw material 
costs are increasing much !aster. 

industry R&D expenditures. The,_ 
incrtlased expenditures were man· 
dated by government regulation In 
the disposal of solv~nt waste and 
pollution control. 

to their credit, paint manufactur· 
ers have been able to prod.uce more 
paint as the level of employmel)i 
has slowly declined. According to 
Department of Labor statisti<:S, the 
total number of prod.uction and 
nonproduction paint indusll'y work· 
ers declined 3.9% to 63,400 between 
1977 and 1986. The nwnber of work• 
e!'$ in the industry was the same in 
1986 when manufacturers produced 

967 million gal of paint as in 198: 
when paint manufacturers mad• 
only 870 million gal. 

From 1977 to 1986, the number o 
nonproduction employees of pain 
firms rose 5.8% to 32,700 as the com 

:ponies boosted their marketing ef 
'forts. Employment of. nonproductio1 
workers peaked in 1985 at 33,600. 

The industry achieved its recor< 
1986 output with 2.7% fewer non 
production workers than in 1985. 1 
2.3% rise in production worker em 
ployment to 30,700 helped it real 
ize a 3% improvement in shipmenh 
in 1986 to 967 million gal. 

According to the Department of 
Labor, price indexes covering both 
paint materials and prepared paints 
for the first six months of 1987 show 
that, after a brief hiatuo in 1986, 
prices of raw materials continue to 
increase faster than prices of pre
pared paint, The index for paint 
material prices rose 5.4% from J•11· 
uary to June 1987 to 332.5 (1967 • 
100), reflecting recent increases in 
polymers and runups in the price 
for titanium dioxide. However, dur· 
ing the same time, the index of pre
pared paint prices has increased only 
0.09%to284,1(1967 e 100). 

·Automotive refmishing poses 
huge and changing market 

In the past, the gap between the 
two Indexes widened steadily as 
manufacturers in a competitive mar· 
k~ held prices below their Increases 
in raw material costs. In 1979, the 
index for raw material prices swung 
up decisively and manufacture!'& 
again held prepared paint prices 
pretty much in check. For 1979, the 
index for raw material prices in .. 
creased !3% from the previouo year 
to 241.2, whereao that for prepared 
paint prices rose only 5.7% to 204.4. 

Even thm~gh steady raw material 
price increases between 1980 and 
1965 averaged 4.1% and prepared 
paint price increases duri11g the 
mme period averaged "nly 3.3%, the 
raw material prlce index dropped 
in 1986 to 318, down 4.9% from the 

By one estimate, paint and auto body 
shops do an astounding $10 billion 
in collision repair and refinish work 
annually. Bur this business Is grow· 
ing only I to 2% annually, most 
industry observets :;ay. 

Few paint companies heavily in· 
volved in automotive paints, how~ 
ever. can ignore this enormous mar
ket, whkh il1 1986 consumed some 
66 million gal of paints, about 45% 
of the category defined as spec411· 
purpose coatings by the Department 
of Commerce. These- paints had a 
value of about $895 million. 

The automotive refinish paint in· 

• previous year. Prepared. paints man· 1·. . · .. 
ufacturen took ad.vant..ge of the im· • 
proved situation to take a modest '> 
increase. Last year the prepared price i-. 
index increased 1.6% to 381.Z. ,. 

the dip in raw materials prices t,,,·,":-. 
In 1986, explaiN Business trend An· 
alysts (Bt A), stems from the decline 
in the price of crude oil from which 
paint resin.., solvents, linseed oil, 
and tall oil are derived.. The d.rop in 
raw materials prices d.id not bring 
about a ·wave of competitive price 
cuts, BTA adds, because of increased 
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dustry itself is slowly changing 
Fint, paint makers have inll'od.uce.: 
formulations and refinish system• 
compatible with the latest basE"·C'OIII1 
clear-coat technology that is becom 
lng more preval•nt among origin.a 
equipment manufacturers (OEM). 
Second, many manufacturen havo 
only recently announced isocyanatt> 
free paint formulations that prom 
ise the performance of isocyanate· 
containing paints. Third, althougl 
emissions of volatile o:fganic com· 
pounds are mostly a concern at tht 
OEM level, paint makers are think 
ing now about ways to address tht 
problem at auto body shops if an< 
when they become an issue. (Vola· 
tile organic compounds are poilu· 
tants that may foul the air as sol 
vent paint formulations d.ry.) 

StatistlOi on the automotive re· 
finish market generally includ• 
truck and bus repair as well. How· 
ever, passenger cars account for 75\11 
of sales in this market, industl') 
sources indicate. Major suppliers tc 
automotive refinish jobbers and ul· 
timately to the auto body shops in· 
elude primary OEM suppliers PP< 
Industries, Du Pont, and the Inmon• 
division of BASI'. Other paint mak· 
ers, such as Sherwin-Williams anc 
the Sikkens division of A.kzo Coat· 
ings, also haw secured nicht15 i.r 
the automotive refinish market. 

All these suppliers are watchin~ 
closely to oee if U.K.·based Imperia 
Chemicallndu.str.ies, which recent· 

;~:~ 
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STANDARD & POOR'S INDUSTRY SURVEYS IIIII 
•T· llltn :>lendart:lA P=r·~ Corpor~ti'"' USPS. N11 ~!!·1~() 

JULY 16, 1987 (Section 3) Replsces Current dated April 16, 1987 

Industry rebound to continue in '87 
Tht> l~hE>micfd indu;:.try sht,\drl h('l\'(' u very )1:0nd ;veAl' in 19Si, 
Jt~ !;>4i'("l.md COMI!!CUI)\·e Qr'l(' ttft~:' 1983's J.'XlOT perfl)tTI!Anct-. 
For 19:i'i ~sa whulfl, ''l.'e are t'ont('~~tlng: that the iodus;try will 
PtJM profit gain~ of 15%-ZO'll on a mod~~t ~alt-1.' h1crcaM-e-. 
Sr\.Nkl fM:wr:; ar~;~ aidin~ indus:try r~·~mlts, incJudin_f.t 
s•.~\·ni:(Ci'r lt>;p{>rt demand du~ w thE- weaker tl$. dt)llnr~ risin~ 
~ellin;:. prin'~. hit:dwr utilh.alitlll r~te-s in key product limm. 
a11d contiouf'd h~t'lPilt..=- frc.·m t h~· rts.trudurin~ and co.!>;." 
cull ill~ 1H:1ion ..... t~;:~kff.'n (J\'{"f th~· pw..:.t fE-w y('ar~. Sum(• rt:-Ctmt 
de\·c,Joprr'lrlllf:.. httVl' h(H'n lE<H P>Jl'itiw:, h11\\'evt1r. Raw mat~>· 
w~ I t'~eds((!tk C(l~l::t hl-l\"t ri:J..en alon;.: with hl,:ihnr world (•ttlclA 
oil J)rkcr::. and th€' '.\Ut'\':,~· in iY.((''rt"i'll ral~s \'€'ell thi~ li>prin~ ha~ 
dampel1Nl th<' in1purttU1t h•)!,lf:'l11g rrHlrk~;~L Auto Sl.ll~l' ha .. ·e 
Jli'colined tt:t' sttlt:.>l: inc(•:Hi•;t.·~ ht'l\'i:' 1o~l th~ir etft!OLivt:"ness. 
Ls~t!y, cl~:flJ~il~:r ~mme rec(:t~l ~ignn. t1! ir;1pmvem{'~''t in the 
f<lrm t!C:on~.ml~', a n1ajm rt:<coJ\ N\' 1n th': dt::pr~s~E>d fertili.t~J>r 
rnnrht i•·. not t·ll'))i!!''t~d tor ~·.1ri1W 1 inlt'. 

ll· dtt: f!t~l quM1N oi 19~7 thr C<hPmical imlu~t'J'.:' p(·r
f•Jrm<•d W(d]. t'•ontinumg a trf<nd·lha; ht~i' b~E-n in (!\.'idence 
."irwt- t !it'"'~: !.:ll"~ nf H.lb6. AN'(•rdiJl!i!' tu ~ Nu.~1nr.~ . .; 11 '(•PI: survey 
~·I' fint·qu;:.r\f.'r rt·~;ulh. ii !!':'"r.•L!J:• of ~Q (·h~mkal cvmpani~f: 
a~'l·: prn/11:- rl:;.(~ 44('(,, (JI1 a f;7, ~alf;~ gliln. Incrt·t~F.f!d pr(l(ll!c· 
t il.:l!. ···f'f,\' high upcrt~l ing rate ....... ~l'rongtor eo>. port. demand and 
fu:~:;df,:'n !.:Hie-;. fif·mc:t ~'=!Uin~ fJth'tf>:i, f'l•m~whal b{'Uer agricul
ru~.11 n·~.~t . .dtl:'i, and conl.inuecl h!i>n~fiu: c..•f thl' rel'trueturihg 
J'"Of4rd~n'> undt:rtakt•~l in Hib.:, wPre alJ highly f!dt.•antagtiwu\'i 
ttl thr indu::.;try. 'T'wenty-four compar.if!S p1.•5tt::d improved 
~:'11'11ing~ ui,;-11-uis hrst~qu~nE.'r J !11-:\G, whilt;<: the rest incurrt>d 
rrwde:-;t profh dedine!>. Th~ year•tii·YIII!'Ir <:ompari\ions for 
!h!:- !'t".~'!lB!!'!i!':~; 1!m.•1.• q• .. H:!rl~!':'i ufthi~ :'l'f.'"r arE.' notlikely to bt· 
a~ i:!~pt~s~.ive as; tlHl\-ie ~een in the fir:. I qu~rt.er hecau~~ the 
indu~try'~ perJorm<In(:e In 198() lmprcwcd .;s the year pro
~tf:.:;Sl"d. 

S&P exped.::;. export.'IJ t.(J hE tht> em~int: driving the economy 
in 1987, with t.heir st.rcng:th aHrihuted mainly to the V.S. 
dollar".~; weakf-:nin;; OVP.r the p<~~l two y~ars. Ht:<al GNP j~ 
pruje<:ted to ri!'e 2.8% in 19-Si, vetSU!> a 2.t1% J!,ain in !986; 
growth it1 1986 is predlcif;.'d to be 2J)%. Export gains wiH 
help indu:;ttiul pwdur.tion inc;rea~e <Jh ~!l.tlrnat.ed 2.~'o/c. this 
year, compared with the LO(}i, growth 13~en in 1986. Some 
5lt)wing in important end m~.:~rkeih i!> ~xpect.ed, however, 
with hunsint:f starts project(·d at J.65 million in I9A7, ver~tl~ 

Ri(.'hwd O'H~>ill)', C.F.A .. Chf'mi.\al;; Ar1uly.r>t 

CHEMICAL TRADF. SA LA !,ICE 
l!l"f B•lli~l"' r>f {'lQUao~l 

ih!·l.~~' milii1•l: •if H~::-~,: .. Ttw :""~id~ :·Jwu!d u.•nfimtt' itH·J 1~86, 
whL·l~ ],i')t:i n1illi1oi\ unil~ 'rll•. t').]Wt\!.~ti In In· ;::.t.ttrl.t:~l, Gruwt.h 
iJ1 wnsttrrH·!' ~;.it :·.dj:l!; h:\·: ~;)o\·,··:•d grt:<rttly frotn 1 h~ turrid 
pf1N1 of (hi'· p.1~t h\V,· ,';~·:u·,., p~r:l:-· du(• tn high ~()l'lHtrT1H d<'ht 
Jt~\'t:lf'. l.n1(1:l'Whih' :.:~)·,)r. :r!f' i'(•fi::\'\:J~.t('d to lutf!l J1} .. :' million 

CHEMICAl INDUSTRY R & 0 ~S A % OF SALES 
5.0 

••• 
4.0 
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BR001077 



CHEMICAL INDUSTRY OPERATING RATES & PROFITS 

·-----··- 96 

. 02 

13.0 
~ .2.5 ! 

-76 
j 

I 

t.his Y+:lar-which would he do\\'n aln:ws:.t !Oo/t. frotll Lhtt 11..6 
mill inn l'.•f 198(; --before rebounding l!l.Hghtly nclit Y'-'Bt. Ev~:~n 
l:'xr.luding t..hE' redu\.'li(ln in autn sale~. howf~Vt>.r, t'!on~:turn~r 
fip1mdini! in 19S'i i~ anticipated t.o gri'»W at a.lf"sser rate t.h&11 
i tl l 9.$f·j. 

Good production gains expected 
We art' now pruj(lttirlj.( th~o~1 ov~tall t•bemical a.nd plltls.tics. 

ou1put wil1 rist- nwre than 5t7t t.hi)':l year, vc-rsu~ th~:~ 4.6'11: 
iiH·rtar.o:" !H~E'Il in l9SG, primarily dll(' lP ~r~·~\·th in dunnical 
export"'- Jn April 19£-:7, the F('dt"r.t.d Rf•fr..erv(• Board {FRBJ 
prodll<:tit\11 index for cht-mical~ and produrt.~ rca.ch&d 9 
rl:!c:nrd la9.0 09i7- )00), up 4.7% frum th~ yt'al'•Carller 
hn·f:'i. The synthetle material:ii- f.ubind~:-: \\Et'1! up lllo/t., YNH Hl 
y~<:Hr, with i:nnj irnlflrl. Rtrength in pl11.st k m3terials and :some· 
what bNt(•r output <)f mi:llH'lli:H'lt:> fih!t'rt;t.. R<:>flt:(•ting !litronf: 
demand for $.tlCh df!'ri~·~:~tin:r produch, $.~' pl~!<i.tiC'!\, f1her11, 

CHEMICAL$ & PRODUCTS·PRODUCTION INDEX 
l19U!l0Ci 

190. 

INVENTORY-TO-SALES RATIO 

1.9 

-( 

dl"tf:l:r3e'ht~. and pharmaceutit'.l~ls, induRtl'ial ort.~anic l:hlt"'nli
cul..t. produt'th•n wa:-. liP '7.0o/r frum t.he- April 1986 Jp\·f'l. 
The~c t.W(• jilr,•ups art' e>.:pected Lo cut! I inue growing ~troll}d.''· 
but the rat.~;~ m<'lv f-low~ hit as kev COil!H.lnH~r marketS! remaln 
sluggish. Outp\n of basic cher».ical~ (chlorin~;~ & alknlie.io, 
indul'trial ga~e.'io, pigmeonu, and inor,gunic ehemicals) wnii- up 
:aln1~1bt lOWI', yE·ar lo ye-ar. reflecting good ~ains in indu~.trlal 
ga~~s. chlor·alkalies. a11d in()rgnnl~s.. The last, whirh hal' 
trE'nded in a widf': range fm the~ pa~t. ye.ar. ~1i!l rli'main':i n1 1'1 

d~pre!:i!:J.tJd lew•l dlJE' 10 pc1or demand for t'ertiliz~r. $IE?::~ ding 
end l"n~rht for in~~r~ani('ry. 0\'!?nll, haSJ.lc ciH)l'ltic.a! rm,dtlt'· 
li(m nHt:V ri!'~ ()';, t.hi1- ~'f."Rr, \'N~U'i> J ll~<.uly fiat p('rfornh:~.IWt· 
in ·J 9fit). 

Producticm of chemica! pr!.lctuct;.: !.drug:;. & m<·dil~lnt•, 
hWtf)~ & t(til(!lri~.l'\, and paint ~l;bindf.'X~R..I \\'&5 unchan~·(·d: {. 
y~:rar 111 yc1u, in April; luwer p~int O\ttput and f1n1 ~oap 
pr(ldU<'tkm (ltf~N a g'ain In drugll.. Sw:;q·) m~tput i$ expE'(."te>d w 
pi<·k up for tht> re~F<t of the year. 

ThE' agritultural che-mical,; index WtL~ LlJl 6.4 'h, yelilr 10 
ytoar, in April·. at 9~•.4. it sW<•d at thu hlgh£•st I(•Vtd St>it:c.·t 
(kt.obf>f l98;\ Part of tht- ~ain i~ dLH' to a pkkup in fertilizer 
rnarkN~ ir1 e~rl.v 19~7, follr1win~ 1981;';.: Vf':r~· deprE:::::;ed 
If:\'("\!'. Tht: impr(•\'l!."fiH.•nt l't'!'Jl("t'lt'd he•l!l?'r t::xpmt d{•mand 
and a s.hift in dnmchltk shipm~)IIS fn,rnlli\tE> 19Sfi lntu 18~,;/, 
at~ hu~·tl'rr- wa1tt:d tl• ~e~· hc,w t.h(• !8!-li farm et10tlomy wvultl 
shapr• up. Plnnle-d CU!JJ aaf·a~(! thih Yf:l<'!l" will b'.! Wf:ll i)('\n\\' 
HH:I(f,.:. total, hnwevt-r, with c.(1rn ltht· rnajor Ut:>t:: ft!l' fertilizer 
and PE:'"'tJC"idt.sJ down ab(1U1' 11 ':ti·, a:;, ros:.ult ut' government 
program& to redl.H.:e grain produc:tiorJ. Dt!$pile a run·up in 
commodit.y prlct>~ ~:Atli~~r t.his ~~fl~r. w~ pre-dit:t IW ch.ang~· in 
c<,rn acre;J~U· fot th1· n~.o~t 1 wo ytart;. and, thu!", nn fundl:l.rl'lcn· 
tal imprO\'IHUI'tnf iu &.gri,·h~n)itaJ demand. 

Operating rates, prices on the rise 
Opera Lin~ l"!:lLes fur t:ht: chernicttl industry are at levels not 

seen since mid-1979. A(.:Corditi~ lo t.ht- FRB, tlw industry wa~ 
operating at.82.6% c,rcapacit.y in Ar.>ril J987; ~h~:~ year~earlier 
r;::~t.E'. was 80.!)o/i .. Overall chemitlal operat.in~ ral~~ have nell 
topp<~d 82%. since 197~. This hil:(h JP.,'t·l r~flt>I:L~ thE~ tE:!Curd 
outpul 1:\toen latel,v and m'1des1. capadt.y addition!! ovtr the 
paf.t. few yearf.. The pl<~~!':otic~ 8:nd chlor~alkali ind1,1JO.Lrit:~~> have 
he~n ~te:ll~r perform~r!'l in this rer;:ard, wlth utilization rates 
Wt:!lluver 90ilJ~::·, Over~:~ II, t.ht! induf>try is ex.peo4;:t~d to operate 
at about 82% of capadt.y in 19S7, vet~vt;. ao.so/" in 198(i and 
the 68.f.i% rate seen in the reces:llion yvar of 1982, 

Strung deml'nd and hi~h operating rate~ r~i!'ie the specter 
of !:ihnrbge!"i. To pr<!vent. sh<~rta~es in tight matket.e. such a& 
pla~Lic:!~;~, 'i'E'Wmd majvr plant ~.:x~an~ions arfi planned. In 

INOV$Tk'l' ~URVI;.Y,S!Jl/LV 1e. 1981 

(_. 
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additil,ll. S(llll'Z! c~ompani('S tJian ··dP·lmt.t.lenecking." Hll 
iwlu:o;tr~· IN!'n f11!'" rE'plaeing- SuJ'rH:' l1'quipment to in!·r£·:\~f' th~
whole plmH·!' e-flicienry. Thm fs:r. thl" ind~1stry ha~ a\'oidN1 
1hE' mi~IAkt~ miH'h-: i1~ the I<Ht 19';'0~. when cap2:d1_;.· \Ytl~ 
incrta5:e-d ~i~nifi('R>nt.l~,- thr(1ugh IH>w piR>nt ('On~tructi(ln, .Juo,;~ 
M thi.-. l1('\\' <:l:lpflcily \\'~::' (·1;min~ tm-!'tr~(lrn, re('e~-~ion hh 

CMII"'ital$. and products, SIC 2.$ 

•! 
!9€7 R 13i . .: 13?.7 1.%.2 IJ~.G 
IGH· 131.7 1~2-0 l3C.2 1J:?.e 131.5 130:.2 
taa~ 1:<'S.2 125 8 i2f.i . .ll 1?.6 7 !26.9 14-l:i.S 

Basic Chi:'rnie.a!s. SIC 2!11 
HIS7 R 109.7 101.2 105.S : 105 1 
198f, 102.4 103.2 
1~8:: 100.4 100.0 

Syntheti~;o!i, StC lez 
1967 A17C.6 173.5 
1965 16~.3 157,6 
1!:8~ 14-4.3 145.7 

Agdeultutal ~h9mica!&, SIC .?:Sf' 
!9S7 R'il~.4 ~:t.6 
193b 82 5 81i.3 
198~ JC',.~ 

P•lnU., SIC 285 
1987 R9S,4 105.9 
1~&6 102.7 102.6 
1935 H7 ~U' 

SoaQ$ ana toiletries, SIC 284 
1987 A HH,D 187.3 
1986 1$4.:3 185.1 
1985 162 1 166 6 

'Productovity• 
11•n. 1001 

!98'7 A147.1 
t9ae t40.9 
1985 1:3:i!.7 

147.0 
1110.(; 
133.1 

9~.5 
97.2 

1:'0,4 
157 .ii 
144 fl 

10·;_9 

99.:1 
98.1 

••• 
I91.R 
179.9 
iti6 s 

1-48.<4 
1M.9 
133.4 

•operating rates, 1n percent 

JU:.V lfl. 19P.711NtiUS1RV SURVEYS 

ao' 
9& ~ 

:rs ~ 
16A tl 
loP, i 

@~ 4 
89.6 
990 

I Hi.~ 
109.0 
107.1 

100.3 
10a.6 
10:?.5 

193-~ 
19:3.9 
16Q 1 

141;!.8 
l4Hi 
1a3.5 

!00'1 
!02-t 

15?.& 
14Q.;:' 

90,6 
100 B 

1Hi.2 
10S.B 

102.:3 
101.1~ 

as.10 
10~ 9 

iS~ S 
14t. 7 

85 7 
99.!:i 

112.'1 
lOt:.~ 

98.0 
1(11-i 

193.4 
168 6 

141.:) 
la-4.6 

Th~, lowcr·t.han··expocteci dl::!mRrl(J growt.h thAI r~~ulted lcfL 
the- chemical il'ldtzst.ry with m,fl.~~jw• nvercapaC"ity for year~. 

Chemiculsellin~~ prices !>.hould cunWm,u~ t.n strengthen for 
the re!:il of lfJR'i', reflectinr. gt,od end denumd and rising cos.t 
preE>~urf:'!'. r!JP. t.o hi~~hf'r pPtwlNim feed:-;t,)r.k 1c:ul/il!<. In May 
] 98';. t.hl· ptu llctr 1Jnel' 1n I;" X Pl~l !"or c 1Ca s; s,nd 
product!; was at ;i()g,;~ ( l 967 - 1()(1). up :l-6% from May l98G. 
Fur lfltW a~ a whole, the indl.'x 8\'erage-d 1.1 o/t_, helu~\' 1985 
IPH'I!'., as tht• sharp drop in Wt,rld nil pric~i;i. caused pric(·S to 
dl~clit'H'. Th~· Pl'l for industrial ('h~mlcal~. whi1:h declined 
4.6t;; dtlring- 19i?G, Wl;\::0 111 :t~5.l, ;,,07i- almvl;' lhl:" Mav 1986 
lt-\'Cl. Tht chemicab prin' indE'K i!l. expcctl;!d 1.0 averagf. mor~ 
than 3'X: above the:- 1986 1~\·el. \\'hil~ hid~1ntri~f chemicals 
nHry rist· by lln L'Va)l ~r~atf;'r percentag(', 1'hene inC'reases~ 
espedalb' for industri!:ll ch~micals. ar£" greater th8n we had 
forecasted earlit~r in the yl;'ar. 

Benzent·. 11 kev arorntui~· chemical deri\·ed frQm p~;"tr()
!1:'~1m. prm:ide-sml i]]U:;\tl'atitm of what has been happl"nil!J! t.o 
pri(·e~ and t.h€' dommo etfec1 this ha-.; on pther pmduds. 
Frc.1m a h1w 11f about ~0.10 i11 mid-l98l;, brnzene priCE!$
pf'Rk~d a~ ahllll! .S2.fltl [hi~ !<ptiJlJ!: a1 pr~B:=:.timt. pric~;~f; had 
rt·te:-cl~d1 '' .ill,:1 under $£.011. I l~ tE>;;p(IIJ!:if w benzen£>·~ hi~her 
~i'llitll-: prin·:::. such derfnHi;'(' pruchi<!l'!:' a~ :;;tyrenf' and rml~-
~tyrf·ne h:wl;' !:il?-1:'11 ~jgnitieant p~ii·t· inert!fi.!'E'~ as W€'11. 

Th!'· cherni(·t3:1 indu:;:1ry h b€'ncfirirJt: /{Ttj'j,d~- fr<1m"' n:'\.'Pr-

13~ : 
127.2 

9b.2 
101.9 

105.6 
15i.>: 

ec.~:~ 
94.8 

11 i.f 
IQ7 ~ 

101.~ 
991 

201.3 
1683 

'44.6 
135.5 

1::!10.4 
1'27.51 

97.4 
i;t7.5 

16~.5 

151.8 

71H 
93 . .S 

: 1? ~ 
107.6 

101 I 
'10[! ;-> 

187.5 
170.3 

1-113.0 
137,4 

ISJ.S 
li?9 1 

103 I 

9?.4 

Rre5.e 
15C,2 

86 . .:1 
91.0 

111.8 
107.:1' 

9S.G 
10(,~ 

143.4 
138.7 

133.'3 
121.2 

101.2 
\00.$ 

~oa c 
~5~.7 

87.1 
9H 

11~.7 
108.3 

9P 
100.5 

186.7 
171 B 

142.0 
137.1 

~~~.:'l ~134.6 
128.2 126.1 

97.8 fil01.3 
95,4 g.,_i' 

16!-.S Rli'~. 1 
1~Q.~ 156.3 

62.8 A34.3 
89.7 83.3 

113.5 113.7 
we.::s 10!i1,2 

96.9 93.7 
'10~.:;- 10C~. t 

185.9 Rl89. 1 
175. j 179 5 

140.5. 
137.~ 

14:3.7 
137.5 

133.0 
127.1 

9~.5 

98.8 

A1€3.i 
14'3..4 

$t;l,5 
96.1 

111.£ 
Hi7.9 

100.3 
Sl'3.~ 

Rlaa.7 
170.11 

142.2 
135.5 
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Import& 
1987 R11~.7 130.5 142.S 134.6 
198!3 1.260 1.249 1.362 1.:215 1.229 
1!;1~5 1.143 1.140 1.::!19 J, 117 1.447 

hportt. 
1987 17~.9 191.9 234.3 ::'IS.B 
1965 1.719 1.876 ~-001 1.858 1.9:;4 

!995 1-937 !.BIB 1.958 1.1aA 1.883 

$1'lipm&nts, SIC 28-Se.e.t.anally adjusted 
1!~~~ RI7.T91 17.137 1'1.091 17.386 

Rl986 16.957 !Ei.MB T6.0S3 
RJ985 18 517 15.512 

ChamiCi!ll$ 31'1d •llled prQducts {1967 .. 100) 
H1B7 R301.1 301.1;1 301.!.5 3057 309.3 
Hm~;o 30~.1 303.7 ~o:J.e 300.2 251e.5 
19S!i 301.7 ::!02.2 302.6 JO'J 3 303.2 

Industrial th91'1'11CIIS (19fi7 - 100) 
19f.7 R~2(.3 323.11 3:i'7 B 331.1 335,1 

198~ 341 7 3$t'..O 336 f, 32$.~ 319.6 
ISe;r 337.7 336 .<1 335.'1 336 0 a:::~,5 

Syntht;t1c: fiber !I (Dec. Hl-75'" 100/ 
1967 R14;1.:;3 145.0 1A8 f4 1.47.';; 14.7. I 
1 !O!Bt~ 151.1 15Ui 151.5 149.8 1<15.a 
1955 1:l?.Ei 157' '/' 156.5 157.~ t57,1 

Agricultural chsmiea1s al'ld el'l•mleal products {1967 ·, 100) 
1~07 RZ€?9.~ 273.8 277.4 27~. I 277.5 
1'?Bf. 275.2" 278.1 279 7 ('79.2" 27\l.: 
1MS 282.3 2S1.e 2HB 282.8 ;i!B3.1 

PI.IIGiic resin~ and material~ 119t;i7 - 100} 
:981 f-l2iil\:.7 ~90. 1 29:3.8 

1906 300,8 ~C2.<1 301.8 
1M6 30~.9 301;!.!) 3M . .3 

f;.fi,~1~~(;! 

JOU 
29Ui 
30G. 1 

5:lu~~~~- 'Depaflffl~r.! Q! Commefc:~ 1 8u·e.!.~ ~~LaM! S!~lll>lir;~ 

30-l.5 
295.6 

1.2:36 
1.373 

1.845 
1.777 

298.4 
30~-· 

316 5 
3:39.5 

149.3 
1~e.3 

279.7 
28U 

291.1 
~07.1 

!:'l:l: in i.lw d(•Jt'rior.H.ioP nf i1- : r~1r!•.· J.H,iiii.irm. primar:t.,· d:J!:' 111 

th~ mt~Ch WNI.ht lJ,S, d11\hu. f11.!:' th<:' /ir~1 fom mon!h~ 11J' 
l!~F':". tlH indu.f:uy·~ t.ri.l.rlt· ~urpltl!-' intTf.'i:l!-'f.'d, c:urninumg ~ 

trtnd t.h~l !-;1Brl~·d in the ~~C:I•nd CjUI\TiN nr Hl8f!. For thr 
January--April 1987 pcri(,c!~ ch~mical expor1~ ro~!: H.f(.i;, 

from 1he con1pl'lrnbh! l9~G pNi(,d. while imports ttre\.1..· l~;~:~f.> 

tkm 1 (); .. The r<"~ult.ing tradf:' !-itJrplu~ ad"·anced 2-Wk'. 1'he
we<~.kl·:- !J.S. d~:llnr ha . .:, tini!.!h- madf:' l:,S. prnrlucen; morP 

pri~·e-~ornpf'l.itive in world :ffiarkels. and ha!-i re-duc~d t.he 
attr.acli\·ent.s.~ of import!:' to dom{>fit.it buyers. Beca.u~e S&P 
doe:. nol. expf::'c\. t.h£:: U.S. tlolll;:lr tP be).! in rising tmtfl t.he end 
of ]f),:t,i or ~mly I98A, the ~trenl-'the-nin~-: t"l!'tbcmh~al export;.; 
and an inr:real'.f' in the chl:'rnltlill trade surpluf' ~ht1uld ccm
tinlH! hr th~· rest of 1987, 

Accordin1: t.o thf' Sprint l!IH7 surv~~y of Ci'lpill11 &-p~ndinJ,: 
plan~ cohduded hy Data Rt~ourres Int. (DRI), an etonomit"~ 
forf:!caslin~ {irtn i1) LexingLcm. Mass., the ch!:'.rrliCfll it1dustry 
will hf' spending mueh nl(•rt in 19S7 then had been i\ntic· 
ipatccl in lo.tc 198H. The chemical indtJst.ry n<•W plan!i t..o 
iru~rea~f; capital (1uU::~,y::;. by 9% in I9B7, t<, $J8.26 billion, 
ft('m $H).7r~ billion in 198G. With inflation in plant aud 
equipment. ('(}!it!-i projl..'t"tt'd at :i.8%, t..hf' renl (inftntiun
adjust!;!d) rise in CUJ)it.al !-.pending will hi;! ahnul. [) 01!,, Prdimi· 
nRry "J)('nding plan~ for 1988 ~h~·~w an f-'Vf!il grt~tif.t·r b(m~t in 
m,minul f;Jii•1ldillt!·-·1~%-~th:m tha~ fm 19~7. 

'l'hf: indu:tl.ry pklll!il l.o ~JI(!fld 3~! 11-:· of itM cn1,i1.:1l vuthty:- (tll 

!.~SO 
1.0(1$ 

1.802 
t.it:!l 

299.3 
30.4.5 

317.~ 

340.0 

150.1 
Hiti.7 

271.2" 
281.8 

299.3 
307.5 

1.188 
1.019 

2,0!0 
1.860 

297.0 
304.6 

315.5 
34:3.? 

149.t 
15-4.7 

274.1 
282. i 

294 4 

1,1~:;'! 1.106 
1.264 1.20~ 

!.9 .. 2 1.936 
1.Mi 1.835 

29'1'.5 298.2 
304.7 so2.e 

317.0 318.0 
311.2.( 337.9 

149 4 148.7 
154.9 150.1 

273.3 269.7 
.28\.8 280.3 

290 1 2n.9 
M!i.l 300 

1,JS4 1.208 15.000 
1.2'56 u~ 14.532 

1.697 """" 22.76S 
1.643 1.64~ :2'1.761 

2~HI.$ 297.5 299.8 
302.6 301.5 $03.1 

316.0 311S.~ 322.8 
3:)5,.4 335.1 3:38.1 

14S..7 148.4 149.0 
150.4 1~0-~ 15<1.8 

2M.Ei 270.5 27!;i.!;i 

2no.a :na.f. 2e 1.6 

295.5 2SS 5 296. ~ 
299.9 29£.! 30~.~ 

phmt eXlJ<J.n~ion, with tho rC'maining 61 o/r. I.Rr!-1~tcU fll.: plant 
repla(·,~m~nt and mnrh~rniZ91ion. Thi;; iti vinu.ally un. 
c:h~;~.ni:\'~!d from ~he 19bl) ht~akdU\\'11. whid1 w~,..., 4(1 1/~ and 

60%, r'Psp~·d.ival~-. With th~ bt)!lSt in real spt>ndinr, levels, 
capac:ily i~:> projected to grow 4.;)'lc. this ye.ar1 ver~u~ :~.9% in 

I98H. An ev~n l~rger expansion-5.0o/v-i~ expected for 
198fl. Def-pite th~ higher capital spend in~ plan.;:;1 we do n(Jl 
feel thE' indu!<try Y.:ill begin t11 build n1ajor, larg€--scalf! 
faciiitie!:\. 

Th(~ J?,uap~. cleanerf.., and tl)ilet go•.,dr-; category i:;:; exp~cted 

tn hav~ the largest. incre.9.!:>1.: in capital Spendir)l!. thi~ year 
with ~!)o/CJ, fo!h,wed by paing with 32% .. Pla;;.1 ic matl!rial~ 
and synthetic:-. will inc;rt>a~c spending- hy 16%, while agricul
t.ural (·hemical~ i*' e,::pP.Ctl"d to J'ise a surprisin..: 14%. Spe-nd-· 
ing in tht: indu!o;\.ri~:~l inorganiC' chemical!i ca1E;>gory should 
dedim•12%. 

( 

( 

Thr annual l!ipring- surve,y <.H'I l'"e~~nrch aJld de"·eioprnent 
(H&.D), aiR(' conducted b,Y DRI, show~ that the chemical 
indtl!~t.rv will rnise R&D outlays bv 5% thi~ year, to $0.3 
billion. -This follows. a 2% increase; to $8.8 biliinn, in 1986. 
The chemical indllhtry's planned l&H7 increase just b~rely 
tops the 4.9% increase planned hy aH h1.1~inesse~. 8t;>tween 
1987 and 1989, tht" chernital industty plan;.; to increase {_ 
~pf;nriin~-: a total of 9.471.-. Chemi(~HI R&V :;tpP.nding as El 

perc:cnlHl(t! of sales ~~ exp1H:t~d to avcragt 4.4%. versus 

198()'!1 4.!")% and the a!l-indm;t.ty !!Veragc- of a.r/Y( .. • 

INbU~Ut'>' SI)RVEY9/JULY 1tl. Hl67 
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Production of top 50 chemicals 
(In billions l)f pound~:<) 

~=.r•v:• fil111lllitoll:tllftl)(' {4)-........... 
AYel~"l!' llltlflull ch.11ngt {%) 

1 / ett.rnir.e! RIU& lll!lti 1976·86 jg$ t•&ll 19BS·f:6 Chtmlt61 R1!1~ 1985 1117&-8& 1981-86 u:~BIS·K _ .. , .. 
Toruen~t~ades' V Sui/uric 4~~" 79.30 73.6.<1 ..;.().~ --2.0 -7.1 5.07 5.82 -~-2 -1.:2 * 14.7 Nitri)Q('h 41,46 48.6~ ta:.e +6.5 i 2.4 Xyltl'ne V 6.31 6.66 '1"0.7 -.U ·f 11.5 O~~:ygel'l 3253 32.01 -~0.4 -1.5 ., 1.5 Elhvlene glycol · 4.18 ... 76 +3.6 -~2-8 tl3.9 Ethtlene 29.61 3~.{11 +3.9 ·t 2-t' -! 9.9 p·Xylene 4.76 4.87 +4-8 +0.8 "' 2.3 ll,im(;! J1.60 30.3-4 -23 .. 4.3 -4.0 AmrtiOI'Iium. tulfale 4.19 4.11 .t.Q,o4 -0.9 -M 

Ammonia a4.M 28.01 ... ,.e •6.0 -11).1 C~o~motH! 3.35 3.70 I ... :.tl +2.2 +IO . .S $odrum hydroxtde 21.79 2:2-01 -!o0-5 + 1.1 >11,0 .Acetic acid 2.90 2.93 .,.,,a -o• +!.2 Chlr.nine ~0.19 20.96 .:.0.1 ·0-~ +0.9 Phenol, aynlhto!1e only ~.78 2.92 +~-3 +2.!i ,,.5,2 
Phosphoric acid J >"1J k :!1.Cl4 18.41 + 1.5 ... 1.6 .. 12.5 BLIIII:dill!:l'!t 2.34 2.59 -3.0 -2.& no.e PropyiCfiO f11...(...~ , " · 14 89 11.3( ~·s e •5.2 1-1(1,5 Carbon black ur 2.59 -16 - 1.1 +0.5 n.MI liSot;huMI e11rbo-nate 17. 19 .0.$.1 +0.8 0 Potash, K10 biHii$ 2.64 2.58 -B.O -11.5 --9.2 Etllylene d~chiOfide 12.10 14.53 I ... 6.1 ,..7.1! -1-·20.1 Aluminum Sllllato 2-54 2.52 ... 0.5 -0.5 •0.8 Nitric acid 14.73 13.12 .. u -6.3 -10.9 Propy111ne o~~:ide 2.40 2.48 -1-3.1 .,.6,1 -t:'i.3 Uree 13.36 12.061 

... 4.4 -S.G ... g.? Acrylonitrile 2.35 2.31 +4-3 +3.0 •1.4 ~Ar1'1111oni u;\.9itra);r-!l I 13.55 11.11 -2.5 -$.9 .. 18.0 Vmyl acelt:hr 2.11 2.2~ +4.3 t:l.O +€.5 I 9.39 10.2::! -0.3 +1.2 i t89 t.t~thylletl·butyl ether 1.89 2.1:!4 NM, +24.1 + 18.S 
j!let'JU!I'\13 v 

I 

Ethylbenzene 7.39 
8921 

... 4.4 ~-2.1 ' .J.20.i CyetOI'te~x~ 1.66 2.01 -0.5 -1·2.6 +25.0 ~carb.,n dh)lide 9.25 8.50 ... a.a ... 2.S I 
-8.0 Metonf 1.79 1.94 +0.4 -2.0 I •+·8.3 Vin~i e111oride 9.4t:: e 42, .,.~.0 ~ 4.1 I -· 1 \.1 ! Trtllniun~ dioll:ida 1.72 1.83 +2.5 ... ~.e I flU) S!yrene 1.e2 

1 
7.84 I -2.; +3.3 ... ;.e I Sodium &ilicate 1.44 

1 571 tM +0.4 +9.0 4--ferephth~i" 

I 
6.491 7.68 't-0.8 +4.3 1 1'8,4 'C.t.leium chloru;l~ !.&I 1.56 ··-~ -3.2 I -11.0 M~ll\ijiOi '' 5.00 13) 1 -+ 1.6 -) 1 -.-46'.£ 'Sodium !f!JIIil" 1,65 1.5~ -45 -6-• -6.3 Hydrochlon~ ~Cld 5.61 i.:: i ., l.6 +3.0 -1-6.3 Adipic aciC )1.. I .'liS WI 0 +:!.0 +4.7 EthyiP.I'IIf 0-Jo:itl~:~ I 5 43' ·36 -t-2.9 •-9.4 laoprop,-1 ele(lh¢1 l.~.:l -<'1.1 -5.2 I •13,2 1.28 ' f:Dimaldehyde, $11k by""'· I -0.8 ~06 ., 5.0 Sodium ~tip¢:lypho&pha!e 1 25 -1.3 -HI +1.4 
s.s1j s 69 i wJ I 

I R-llilJ!!vi~!!'e NM-..NCI! mE!'ai!IQG«u:, b tJiadu~IIQ~ ~;~:.a 101 I)I('Y!OO~ Ylllflt. i$ n(); ~~all&blc 1 £~c~~~ rrlr~CI(I'~ OOI¢11'1·1~. 2syn1h~<tl~;" 111'1(1 MMu'. ~OdQ!~al t~-Oiv!IN, ""',¢~;;!~ llln~ s;:~h,j O+li~· ~~~dudt~ both JC•~ aoO em•' wi:hou: ~out;. I~ cou"IIIIO. 6S\'llid anllliq~.;t fl-iii~l• a~IS !ow JMilr 
$o~r;t· CtiE-IIiltlli & El'l(,)ir.~;tli~;r l\lfo'NS, 

i Top 50 chemical producers-19Be 
WRanked by chemtc:&! sa:ss) 

jl L...c::l c~('ft.i(::_,_. ".,'1'"''"---i ' ! a 1J:i L Cr~l $rrtic~t ~~~~;. ! 
i Op'01· 1 opt·l 1 J i ) 2ow-l I • 1. 1 A$ s i 1Chrm. llllr) / +t-lum 1 1 I <",. i Afr ff I 1

Ch11rn 1 11Hn~ 
I' ! •~ /()Mill,!~ l ~.::d 1 op111• I'Jt.!l~. jt~r.chcr".•l I fr, t:ha119t I ~~~~ I ot~«·. : pror,t 1 j m~l•\'!n$ ' trom i tat~· . prof,!~· li'IA•Qir- f IH~1& !! l~il:ruor ftom !Ott' prot.~t I marqir· J a&sets 

I 
' 

I 
! 
I 
I 
' 
l 

i 
! 

' . 

I
' Comp~n, 1 ciS I t'IIF;~ 1 uie~ I (mot~) (~~: ! (~) 1

1
1 Ce>lfi:,O:n~ j OJ~ 19'8~ ul<t~ (mi~.$, 1 1' ('1-.) ( ('1'·) . ~--- I i..:__:.-t-'---•;;-J .. - .. .. ..... ·-+---'"'-+-'--'-+.........:.+---'+--~---'-~ DvPonl , ll,t:!~):l ..:5.2 !J 711~.,f 1

; 1~67'6 14.9 1 l'((l.?. !rA.sh!andQi: , 1,.-17'1 1 ·• 1,5[ 2(l.Z i1 / A.a tj.$ 

I ~~;~~IH;rm(;;Ji ;I ::~~~ .i :~:;. a~· ! e1~ ~~·~ l i~:~ iiii~JcGc.oQru:h II ;:;~:,1 .. ~j~;~l !~~ ~i: I ~~·~ :~:~ 
Uniur:CM!'td$ 50!"ql 203 I 786 1 748 1~" 14S A.meficenMvuehs' 't0jl 22 7"e: NA I tJA NA J A!lan;1C. Ricl'lfelc: . . I - . .. ; I ·• I :4.tll " I ... 915 -·~-~ i 3~.B I 3M ~I 19 I I Te11~cr. i 1,279 I 4,0 

I 
~! 1.1 8.2 

Mo/\UFrto 60.3 I Sit 19.'· 
I 

~3,; 

~~\!~' 1,272 T~.f11 9l ,(j 2~"f ' Hil,4 296 <,70' -I!I.P,' 

I 
' 

1 BP.SF Wy~ra.'lcttEt •a.6oo ! .: Js.s 1 !M.O I N.A N.A. NA 1,, !4 -2.91 SS.$ 80 I 1.2 9.6 i SMI!Vii 3,2g~ 1 .. o.a , 19.6 &46 19.7 16.f! NtjliO'Ial Diellllers 1,087 " '·'I 62.8 1*4 11..4 u 
' Amo~r.- :u~s1 +O.t! I 14.:,) 487 i 1$.9 18.3 Dow Corning 

I 1,013~ +20.~, 100.0 1111 W.2 N.A. C(I:I/Hlll:1SEI 2,8911 -5.1 100.0 >.Se 8.9 N.A, illotvrhOI"IOnal M;n.,olo' 1,071 HBI 87.1 3~ 3.2 1.7 ' · Allied-Sii1nal 2,619 ~37.2] ~1.9 3<& I 12.~ I 16.0 National SUm;-h 1.oe•
1 

,.zo.7 i 100.0 140 13.2 HUI i I w. ~ m~t" 2,492 - 13. j ; ~~.9 28~ 11.<1 175 , ll!!::ot":.tl c~~~- 1,ose, -1$.~] l;!.e 
' 

'.;e l 4,4 
' ••• Moou 2,391 I +i.l I 4 8 . 205 

I 
86 9.7 I Borg-Worn" 1,/;).13 +12.31 309 163 14.7 27.3 I Ei;lman Kodak 2.:m~. -1•1,3, 20 6 ~?.1 9.e. 10.0 ~~~brlzol 889 "I' 10.(\1 Sll.O 140 15.7 23.'1 Chevron v.m~ -8.9 9.1 1<7 6.2 4.6 PPG lndu,_H,e; 164.3 +0.21 18.0 103 12.2 8.7 ' General El~~lri.,: 2.3:!11 --0.7 6.3 424 

I 
1B.~ 11.8 Aluminom C~- of America \940 ·!·?.00.6 18.0 ~.A. N.A. N.A,, Occu~ent,e.l ~Cirolaum e2,08t: 1 28.f:l 13.0 !7S 8.4 1.3 Pennwa~ll 117 1 14.2 70,1 83 12.0 14.3 ! ACJhm a Haas. ~.OGl ,, S.1 100.0 20Q 

I 
135 19.0 C~bt:~t·~ 169 1· 7.9 58.7 l:lB 17.9 27.9 I Am41rican Cyanam1d 1,821 ·05 4? .7 13f:i 1.< lOB CF lndu&trie~ 166 -HU 100.0 -45 Clef. df:l. ! 'Air fl(oducle,! 1,7981 + 7.4 9Q.7 363 ~0.? 16.) RelqhhQICI Chemicals 766 -6.9 1000 53 1.0 1Ui i Moba) 1,710 +6.9 100.0 150 a.~ N.A. Ar~Siji!Ch 1~1 -·HI 100.0 98 13.0 N.A. ' ,.· 

'· 
Hercult$ i,709 -20 !;i5.4 10)..-' S.9 6.9 Nalco Cnemical 738 t).9 100.0 108 1.4.7 18.-d ' PhilliP& Pelroleum l,69e -2~. 1 17.0 299 17.6 28.4 N~ lndu~;tries 73< +30.1 57.2 N.A. N,A, N.A. I 

I BO'rdan 1,63fl + 7.0 32.7 m 10.7 12.fl Sili Lilly 698 -2.0 18.8 52 ),6 ••• I Ciba-Geig-y 1,490 -3.2 61.3 N.A. N.A. N.A. Ellgefhard ••• "1-11.3 29.1 77 11.6 12-7 ' . 1 0Per~tlnq p~o61 it~Mid .11111 ul~~:!l'.ln; a0ffillli!ltrllli¥e •~p1n1a and CQSI of ll:'llin~J. ll!o~''&tino pro~! ee a Pllrt•ntag(l ot el'len;iel!.l .alu. 30pertlii'ID ptO~I n 1 perc~nlaoe I!JI idell\1,,1)111' i t::hemir.all"~t'1!J' •cn~mlc•l s•l•.!l !n~oJdt llianifle•nlltmo1,1111~ ~;~r nonclltMieclll pwd~~la. ~t.teel ~e&r 111m:l~d $tpt 30. 1986. ~~ no1 ~~t::l~!le el! thltmh;:;~l r;vodiJCI,. Chtmitat no~~t pront. I a~l:acat ~eet~:"nded ..h.m~:" :,\0, 191!1!. d'l!!-d'l!fitit. N • .-. .... N:)I •~•llalltt!: I SOIJ'I'tt. O•t• R~tiQIIIC6'&,1nc. _j ..... _ . .. 
JLII.V 1(1, l91:1711HCJUSTRV SU~'o'(\'S 
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Engineering thermoplastics: high performance, good growth 
EitgitJf'ering ihNmopla~t,i<·s A;re hil{h-perfor:mfln('t', !'lpf:!'t::ialt.,v 
polyme-rs. Ac('nrdins: to Whittin~(wz',.:; Oir-tionary n/ Pla,.,. 
ti<:~. thesP ~ompound~ h!:ivP "mer:hanical. ch~:rnical, artd 
t.h~;>rmRI ,propcrtil>!:. (that make them} suitable for use in 
cut1~tructi(lll 1 machine component~~ and chemical procegs. 
in~ ~quipment." Such pla"t.ie~ can replare met.al~. glass, and 
eve.n other pla!1't ic~ in J "'ide variel,v of produrl5 and applica
ttons. ThP ll.S. l)~;>partrnent of Commerce estimate!' t.hat 
shipmE'lll!'. or engin~;~ering tJu;-rmopla6t.ic~ v.nw 12[.!/r, annually 
durin~ I982-8fJ and i~ predktin~ ~rt.lwlh ~1f 8%-lOo/o 
annually thrm;~h 1990. 

Cl)mpat!:'d i.\'ith t.hf;! metals thf'y ohen rt•plac~, enj.l,itili!~ring: 
polymers offer munufactutin~ .advant.a~f!S .and l~l)~t savin~!i. 
d~!;pi!t' A. hi~hN ~.:OP;t., potind fM pound, \'er~u~ sl.!:!cl. Pla:;
ttc~' ell.~(· n( fnlnicat.ion mean~ i"E'Wi'r production l'.teps, 
r~~du(:~'d fini!>hin~ work, ;md Ju\\"et TOI,Jhng- co£t~. all o( which 
cnha.l'l'.'(' prudu<.'livity, Furthernhlft'. l!i::cnu~r pla.,:;tics canOe 
mold(·d itltt~ (:Omplex s-hapes, !>Iyling fr{'ed(1m i~ inc.r~a~NI. 
La!'tl\. sin(·(" the,\· arf' light.er than metals, engineering plas
tkl" <lliuw th.:> weight of th~ fmi~he-d product to be reduced 
with HI 1 lo~~ (,f strc-ng:t.h 

Jmpl·u;,.·emf·nts :-:-u:::h a~ the.:f- com€' at a price, howe ... •er: 
comparfrl with the m1)r~ rommr'n (·ommoclit:.· plastics, engi· 
netrin;:.: pl.:l!L1k'- ~re general!~· mDn expensiw•, with selling 
prirt.::- ran;-ing I rom j~1~i 1WP.r J d~1llar ~1p H• $20ft pound. 
A(~i'(rrdiJ:~ t:1 tlw 1nLf'rl"lllt.ioJI!d Trad~- Cummi!=.hiun (ITC), 
pric!·~ f~·r ~~n~;:i!J~~etillf.: pli'lhtic~ H\'£--ra~;th~ ~1..6:2 £J pmH1d in 
19:-i.'l, \1-"ri->;t!:- :;;lJA~ fur tdl plasti~..!< lind rt~::;in mah~rialk 

Tltl m.o._iflr p:rudtJt•er~ of engin~e:-in!:: pl!l~tJc~ .a.re GENEHAi. 
1-~LP.C'rHIC l,l-:~'rt~rally c~msidl:!rf:d th~: le.r~~·!;t prod~~c~r), 
I.J\'1'0'>"1, Celf!nt:';.,~· {~ unit of J-Ioec-h:'~ of GHm<:tny), SORG· 
W,4.l{:-\f·:!:: C{JH!;., AI,LH::J.H;Hlr\"Al. f't")iU' .. l)(l\\" CHE:'I.IKAI.. Mobay 
tl'l ~mi! (tf RHyer A(i of GermRn~·l, and ;\IO:-=s,\NTQ. Other 
pn1dU!;"'Er.~ ar(· A!\tOt'(J, NUI,.IPl';-; PJ.:'rtH,)i.F.t":"\1, BASJ<' of Ger· 
mn n;>, .o;~nd I :0.11'1-:H.I..l.,L CJ-1 ~-;!'t!H~Al. l:.: I.H ·::·rr.: IE:-. 

What are they? Where are they used? 

DC'rinii.ioJi::=- <tf ju~t. what C(l~.:dtul(-~ em en,!!"ineering_ thE't'· 
m(rp~:~.~uc ditftr. Tile· SociNy d thi.- Plasde'- lndu~try (SP1l 
d<t"-'-'iLt·~ ei(!ht t·ompnund~ a~ enrint-ering pla~t.ic~~: acetal. 
fluutufJO)ym~.::t·. modified p,.]ypht·ny](·nc· oxidE! (MPPO), 
p,,]yamkle-it!1idc, polycarbuna!(·, p•.1lyimiclt-. polypiH~nyl€!n!:: 
~ul!idt-. snd pl)i,\'*>l.tll\m('. Th.t~ JTC ir.dude:-- all t.h~ polyn~E!t~ 
on tJ-.,_ ,!-;P\ li~t t:!X(~E'J)l. fitloropftlynt~t!-'. Or the COfiiJ'>Ound!:< 
liME-d abn\"f!, indu~t.ry a.n!:ll)'!-i~~ genf'tall,v ton~>ider aret.a!. 
MPPO. polyc,:uhonat.e, nylon re~in (th!.": major p(1lyarnide1. 
and th('rmoplastic polyester recin as. thr major engineering 
p!!·!.":t!<::·5-; ~orr.c- analystf' alliin inc·huh• t.hc higher grades of 
acryl!H'Ii\.tilt!-bUtadie,HH3f.ynHH• f ABSJ. Thf- rationale for 
exduding the tJtJwr enginc('titlg pla"ti~;!:i ii- th~t at prt=!lenl 
their \'oh..~nw is very ~mall. 

Thu!-;, dependih~ on which p(Jlymets ~r!:! intluded, thl;! ~i"t.e 
of" tht O\'erall engineering pl<Jstics market vari£.>s. Using a 
broad ddinition (including ABS), industry analyr-~t~ ploce 
prodl\("tion of engineering polrmer*l at about 2 billion 
pound~ in ·l98fi. ThE> Commer(~f:' Depa.rlment. estimat.e!'. 
demtmd f(_lr engineering pl1;1.$LiC!'. will rnon lh~n t.riplf:! by the 
year 2000, as pla!:>t.icl-i mnt.irttH;' to repl.f:lr.~ mP-1.~1!) in many 
applicat.ionlii. 

lhin~ its (Jwh r1;Htnwer ddinitiun (which c:xclud~!-i 
nylon), thi' SPI report8 that engineering thermoplastics 
production wa.;.; 8a4 million pounds in 198f} (lotest avail· 
abl~). wit.h :l t.otal dullar value of $1.1 billhm. Dume~tit: 
comumption am(lunt.~d t.o san million poundl':. Exports 
t~cr(t\lfih·d fl.)r ab(t~Jt. 24% (Jr lot::~! output Ol.her majc1r 
marht.!> in "198!"') W!;>rl! ~lel"tric~l/elP~trnni(~!-i (~-!0%}. transp(lr. 

tatiott (17o/d, buildinf{ (P%), indust.rial/rnachinery {4%), 
~onsumcr/im:.titutional {3%), packap.in!{ (2%), a1'd ()ther (. 
{ ll'Yc;), 

R.M. Ko~soff' & As~ociate~, a management consultinj!!" 
firrn in N':"w York Cil.\', P.!:ilimf.il.e~ thE' dvrnes.ti(: cngineerinf: 
plastic market {fnr th~ rnajor polymer!1i, bot excluding ABS) 
was 1,1;\ billion pl.)UndR in 198!"), wit.h .a vah1e nf $L7 billion. 
Annual growt.h is prnject.ed to avera~(;' 8% a year untill.990, 
when the t.otal hize (lf the d()nJ~~ti" m.srkPt will bt' 1.7 billion 
pound!;, with sale~ of $2.9 billion. Ko~!'ot:l' is pr~dicting that 
thf;:' iJ1dustry will ~rnw 9%-11 '* ~ y~.ar during 1990-9fJ, 
dP.p~ncling m1 1 he pt:!Jiet.rAtion (lf en~iiu~erir1g pla~tics for 
exL~rior aut.o parW•, for a totalllf 2.6 billion pounds. Celnne!>e 
Corp., using I hP MHJ~l:! li!;t of polymers, i~ projt!ding annual 
~rowth of 8%-lO'fc· ili th{> U.S. through 1991, wit.h th(' 
market reac-hiti('! almost 1.8 billi(lll pollt'ld:!>, The company 
bas al~>u ~!>tiln.ati>d t.h(J world marht at 3,2 billion pound"i> in 
198fl, with annual growth of 17c.-8c/i. thrtlug-h 19Bl. 

A('(•uJ'ding tu Cclo.nf!St~, tran~purtatiun was the largc~t 
markN fm engineered plo:'!.tk;..: in 1985. with 30o/c· of total 
demand. Celanes€' prnje:r.ts growth nf !:io/o a year in thil' 
market thrt1ugh 1991. whfn it~ ~har€' will ha\'(' grown to 
33%. Th~ stcond larg-t~t marht was electrkal and electron· 
ics, with 25'lc,, L(m~cr.t.erm ~rmnh I!=: pr(1jtcted at 11. ~ a 
yl:!ar, Jiftin~~ ih- !i.hart> (If thE:' market to 3W'k in ~~~l. 
Con!:-iUlJlE'r j:!ood::- (includin!~ packagin{l and housewar£:~t;) 
a('<'ounterl l"!.1r 2QI~( of u~€· in .19-~-~ and art' predJet-ed to r,row 
7 1~·{. annually, lndu~tric.ll market:-, which now have a J:JS(. 
shan·, ;~,n~ expe~~tl:'d tr> JZrrm ;}f/:· annually, reducin~ their 
Share; t(l lJ'",(, C(IJl~t.fU("{iOn had (t 1::?(;( ~hare in 1985, but iS 
~,:xpuL"\!;!d I If ~ntw !Jill\· l}tr·i rt \"E-":o~r: m~rkl;'t ~!::1!-urat.ion and 
int·tc<t~t'd (•(Jn~pd.ilict!t !r~tn: (ttl;~:r pl<~~lif's will limit ~n.m'lh 
in this ~.~rca. (. 

Engineering plastics described 

!'iylllll (polyamid~) re~in i:.. ('(~n!-'id~;~red tn ~.tl:' thf:' (ir:.:t 
ffi(tdf·rn E.>ngint~(?.ring- p!ar-;ri1· ('\"H c:r~~Ct.t~d J:~nd i~ the lt:ir~N•t in 
term~ of volume 1 with [t.\"1 et-:timattd 4Glo million p(Jund& 
pwdun··d in l9Bfl. A(·G11rding to the ,'-:Pl. nyhtn resin ha~ 
frmw:1 i% annu~!l)· ('\;'er tht pa<;,t tt'H :_.. t<:~:·~. :~-tajltt" pr·,~duct'l'i-i 
include m:po:-,.:1·, MONSA~TU, Celant·~e. and ALLIEO-::!IG~AL 
CORP. lndu,qry analy~t:o- e~timatr- dt!:ll auto rnarht~ account 
for ahf)Ht 4(~% of df,mand. !\!ylnn i~; U!i~d in ~llch ~~l\.(' p~rts 
a~ €'Jlginf' ffln!'. 1.!l1d s.hrolld~, rnirmr hou~ing!'., wheel h~lb!:', 
dnor and window htmlv:url;!, and bumpe-r~. Other leading 
mRrket.~ include electric:al/electronic~, consurnt-r product.8 1 

and pac·ka~ing. 

Polycarbonate (i)CJ ii' lhe ~econd largest t-:ngint'(·rinl{ 
re~in. Production was about 4.':10 million pounds in 1986, 
ac::Gording- t.o industry analyst-5, with domestic conjojumption 
~!'timat~n at.allf\u1 ;14r1 million pound!l-. Leading uses include 
p;l~:t.in~ (21 %.), ele<~t.mnie~ ~nd bu!line,c;.!:' machine~ (15o/c.), 
transportation (Ht.ltn btimpen; and bod,\· p,qrt!>, 9~-). 
appliance~ a.nd industrial ttS!:!:-; at 8~, each, toport-$ and 
recrention (fiOfto), and other f"J 1 c;lto). E!~:pnrt.~ QC(:(H.Hil fM 2:~'7" 
of demand, Over the next few years, packag-ing i1> expected 
to bet(JffiE' an imp(rrUtnt market. 

Analysts have estimated historical T'C growth at 8% a 
year, with longP.r-tern:I growth projected at 8%-10o/o a year. 
Strong growLh is expected to com!~ frnm the autorn.obilt 
market as original equipmt>nt manufacttJrers continue to ( 
replace metnl part~ with pla~tic ont"s. A promi~ing area of 
~rowt.h if.\ di~ct:, h(.1th (!ompac,:t. audio disc~ and data RLorag€' 
disc:-: fj,r computers. PC resin iti the only material currently 
:sp~cifierl for u~e- in di~(~f'. 

lt!l()l)STRY SIJRVI;Y!;I/JI.J~Y i{J, i~fJ7 
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GENEHAI. l~l.EC''l'HIC' is by f11r t}~l' liU!:!t~i->1 11$.. producer (lf 
PC, wil h <ih<nll 420 millhH1 pound" nf <'apuci!.y, In MR\' 1987, 
thf' t~n1np.omy npl:'ncd A new pl1:1n1. add in~.: 120 million pnunds of nf:!w capat~it.y. Moba_v Chemic·ul is thl! ~:~econd largest 
prodtH:I;'r, with 160 million pourJd!-' nf c.apu.(·it,v. DOW CI-JE~I
C.AL phH')~ 1.11 f!'Xpund ib capac-ity 1(1 mutt> thow 80 million 
pounds by late 198H, fron1 ~(l million p(lUild~ a! pref;eht. 

Modified pol;yphenyl(>ne o"id('" .(MPPO) i~ the third 
bt~~.,;t enginP.I!tinr.; resin. wlth .aho~11 17fJ million p11und~ 
prnd~H·.ed in l98G, acctlrdin~ to anal~·~t::;_ The lar~l-'!"l pro· dut.•.er i"' G~l'i"ERAL m.gc'I'RH', followed by BOlHi-WA.RNF.:tL Mar
ket~ includC:; (~l.lmpuh•t .and bu~inE'ss. equipnH•nt, vidl:'o di8-
pley terminal~. appliance~. and autonH)bile". R.M. Km;soff' 
& Assodatt!;i estimnt.es that gt(,wth will a\'erag~ about 7% 
nhnually fr1:,rn 1985. 

A'-=etal is th~;~ next ll;lrg-est. en:::,ineerinl!. p!a~tk with ab~1ut 
HHl million 1)o~1nds ptndur€'d in 198{1, DUPONT aud Celanese 
atl' Lhe t.wo domestic prnducer~. BASF i!'> buildin~! ::~ U.S. plant, which is eJt:pertcd to beg:i:n oper<lt.ion~ in 19SS. .'\<;eta! 
is Ui>l·d in au1o and truLk ".ompotJ~nt;=. and pH.rt~ (abmn 21 o/c. 
of dl•mnndl. Col:l!>~lmer &nid~~ (18%). indu:-;tri;:~.l rnnt:hinery 
(l;~Ck.J, plumhin~ and dl"r:lrical/d~;<('trm~it with 69c E-ach, 
applianCf'!'; t5o/.:.). h~rrdu-ar!' (2% ). a11d (,fh(:t ({)o/r I, E~port.s 
took abuul 2:~% Qf trJtal output. R.l\1. 1\u~:su!f it> p1·edkting: 6o/( at1Hual g1'(1Wth throli}::h !~)!}(). 

Outpvt of enginee-l"in~ th~rmoplasti(• polyester 
resiu"" wa:;, e:o.tirnal.e>d ar l.H) million .. J Ml mill\ on pound~ jll 
l\)~6. <tc(·ordin:.: tc, indu:-;.tr,\· anal_v~t.s Pol_vE>ster c·n~inefrinP, 
rl:'l'ini-- ~r~ maiuly polyhulylenc H'I'ephl'hnlalr I.PFrrl re-~il~~ 
and hi!:(h-vi&co~it,\· poly~1ihylt-tw l~rephthahHe (PE'J'). (Be\·
eragi' b(!lt]r grad~ po!~-~!'-~er r~~in, whil'h ~C"ll:-- f(1:· about 
$0.()() a pnunrl. is not COO!iidertd 111 h(" a11 ~nr,:im·Nin~ resin.) 

STOCK PRICE PERFORMANCE-CHEMICALS 
1SO 
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140--

120-· 

100-· 

ao-
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S&P'$ chemicills and diversified ch9rnic::.als stock price 
ind~X~!ii contlnu(!d to outperform the broader S&P 500 !itock index loth~ first half of 1987, continuing a trend that began In early 198~. The c::hemicals index n.as risen 169% since th~ s.tsrt o11985, ver&u!;> 84% tor tile S&P 500: 

soo CompQsi~e 
400 ltldu1~cla)5 
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JULY 16. 1M11/Nl>USTRY S\.lj:'jl,/n:S 

m;Ni':IML F.LE('Tl<W i~ f hf' luq:.t•!'i ptl'lduc~r. Wil h CE"Iane~e lt 
strong- :iil'(.'tmd. nrf·ON'J• and Al.Lit-~11-SHiNAJ. al!:'n make ehgi· JlN·ring pt)l~e!'l~·r. M.fl)11t markt:.'U. indudf' fran!'lpc,,rt.atic,tJ, 
elcr.l.ric~l. elt·ctmnks., ap}~liance, con!'l(ructitm, and plumh
ing tuld hardwurp. H..M. Kw;,wff is prnjecl.ing ~rnwl.h of 12t;.~. 
a Y<"IH ,.hri)U!-(h HH){). Ent::irJE:~f'ring polyf:!~t.er ~~ll!i fN $1.5(1~ 
$~.00 fl pound. 

Acrylonitril~·butadil;!!ne~styl'enc (Al:JS) i~ 11 t:~mJ· 
modity plastic who.f>{' hi~h!:!r gradt~s ~r~ a hit' to f'ompetc v.·ith engineerinJ.! plustic·!;i in sumE" applit•.atinns Th!:'TI? ar{l three 
domesl.i1· prodllt'mb:~-BORU-WA.RNli:l-1, l)OW CHf.;!11l("AL1 and 
MONSANn•~wilh (n·er 1.6 billion pound); of caPacity. Pro· 
ductiiJii in 1986 was ab:'li.H l.l billion pnllnds. Tran"porta
thm i!:i t.he prim11ry market, acco~Jllting fM 217i: of demand. 
followed by elerlriral/t•I~;~C'tronic~ (2~1'1:.·), l:n1ilcHu~ and con
strud.ion (201}(. ), C11n~umer rf!frigeration (l.)C'/t )~ a11d other 
(111%}. Ant~ly~i.l5 projtt'l longer-tHm gW\\'th at -17{' A ;.·ear. In 
nt!Lornobilt·~. humpet~ and inte:rior btld)' p~;~.nd~ a.r{) promi~
in~ !::lr~as d wowdt. s~t,·~ral manufacture:r~ of nth('~ equip
ment ;H€' r('Jil:':lein~ the Png-inN•riu~: rr-:-:in .... t.h("y hnd bee;. 
us.in~ v.·ith 1bf' hi.t:"her grarlE'."- uf ABS. rtti-1li7.ing th~;:~v wert· "(',\'t'~·-~n~inE"ercd·· wiJ.h 1h~ highC"r-pri('t""d plastic~: al~d did 
no1. n~td 1 he t(JUghntts~ attd hf:'BI-tthi~t!l:Ih·e the~· pr~wid~. 

In addition 1(1 du:! nmipi'IUI~th noted <'Ibn\·~. en,!lillee-ring 
r.h~rmopiH!'Iic~ can IK eombintd. Allu\'!:' and blend.;; arC' ap f'!:Xr~itin~ ndd: ahh(l\.:.dt they al·!·uunt r()r only ahnt.:U JO% vf 
th~ ((Ita! (:HI!ineerlrl~ rl:'."in~" m.t~rkf: at prE'~en~. th!:!ir ?rowth 
r~~~~ exc-N•d lh\',~c Clf ~t<lndard i:'ngin(!Prin.l[ resh~~ h:.· 25~(
;l,(l';;. BL·r,~·fil~· inrlud~- 3 gr~·HIN ran):::! d' applit··;Hionii- vi~
b-r;j_,. st<uld<~rd tngi:l~;<Ning: th~;<rrn(IJ)IH~li(·~- ;.;.om,;. ~xample,.. 
of ,'llJo_v:- and blend:'" e~r~ pol:.·(·arhonak/PJ:n p(1lyf·~t~r. poly
phE'n~·lcl!~-> f'1 her·/p!!ly~lyrrnt•. pulytilrbon•ll c-iABS. and ny
!rm/puJyph~n:-·!(·JH· tiXid~:-. • 

GO--
Chemical~ Y$. SIP SOO 

•• 

15CJ 151114 1Q8f, H~fJt. 

the dlverGified chemicals lnde:x: rose 117% during the same period. The JncHJStry's: sltOI1.9 fundeiT!entals lead u& to expli!~;:t that tile chemical indexes will continue to outpertorm H"le broader market this year. • 

Sl01;:k Prie• Indue' 
500 Composite 
4(10 tndustri:!IIS 
Chemical!! 
Chemical& (Diversif'ltel) 

SCDREBOAFID 

12·31-85 11·3l·B& 
21 U!8 242.17 
234.56 269 93 
91.56 124.36 
,.4.22 3!.132 

7-8-87 
aoe.2a 
3$9.75 
171,87 
4:?.74 

-%Cho.- I 
ti5~Sti 86-87 I 
+ 14.6 .;-27.3 
-+ 15.1 +33.3 
-+ ~~-8 +38.2 
<t JO.S +~5.2 
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FI"'ANCIAL HIGHLIGHTS 

(r,lolll'ln. in Million~ e:ru;;¢pl p¢r !&hare amount!~;) , _______ 
Y!!tar& i!'racled Martlh :i) 1991 %In<. 1986 ··--- ·-·----·····-------
ReVenu•s 
Drug & Health Care $4,828.9 ]8.4 $4,078.9 
General Merchandis(! 990.1 52.7 576.3 
Beverage 9!18.8 (4.3) 1,000.1 
Corporate 5.8 (44.2) 10.4 

Total $6,671.6 17.8 $5,665.7 

Operating Profit 

Drug & Health Care s 118.9 7.0 $ lll.l 
General Merchandi~;r. 48.1 29.3 37.2 
llever"lle 64.0 4.4 61.3 

TotJI s :1!31.0 10.2 s 209.6 

Income After Tax&$ 
Continuing operations $ 94.1 27.0 $ 74.1 
,Discontinut.-d op(!r.a1ions (4.4) 3.8 
Net Income • 89.7 15.1 s 77.9 

Average: sto~kholdP.n:' eqt•ily $ 726.4 !9.2 $ 609.4 
·Return' 13.0% 12.2% 

Per Common Share! 
Fully diluted earnings 

Continuing operations $ 2.04. 15.9 $ 1. 76 
Discontinued opet·ation.s (.09) .08 ---·---.. ---- _,,,., ___ 

Tot•! $ 1.95 6.0 $ 1.84 
·---·-··· 

Dividend!'> $ 1.26 5.0 s 1.20 
Book valu(:--:-~• ye~tr end $17.73 5.9 $16.74 
Price earnings ra:•io of st04.~k at yellr emP 1$.13 17.3 
·Stock price at year end $ 38'\'e 26.3 $ 30'h 
l &~cd Qn income fn»t~ <.lt'mtinuing operotion&. 
2 Re:jltliii::M In MAe>::! I he two-fur-On!:! ,;plit of 1he Cflmpany'a commun ~:~luck 1'\ffer.tive·October l, 1986. 
3 Based fln fully diluted Cilnnltl&t~ per sh111m lwm ~~~nlin11ing operation~:~. 

RI!'VI!NUE$; 
(itl billi(ln~) 

83 84 .as A& 01 

0PIIiii\ATING PftOFIT 
(in millions) -----
$25\l -·--·· 

1\..1 ll4 85 86 87 

Nli'f INCOMI ..... CONllNUINQ 
0PERA'l1Qfl!CI (in milli<mt~) 

!JJ 84 85 '86 87 

%Inc. 1985 

43.1 $2,B49.8 
70.4 338.2 
(3.6) 1,037 .. 1 

(10.3) 1),(, 

:i$.7 111,236.7 

50.7 s 73.7 
19.2 31.2 
10.1 55.7 

.30.5 $ 160.6 

18.8 $ 62.4 
46.2 2.6 

19.8 $ 65.0 

10.0 f 554.1 
1).3% 

8.0 $ 1.63 
.06 

8.9 I 1.69 

s 1.20 
J().l $15.20 

13.3 
40.5 I 21% 

IAANINGS PE:R $HARa P..OM 
CDN'1'11l!l,llNQ OftlftATtONI"' 

$Z.50 
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McKESSON 
ZEROES IN ON 
SERVING THE 
NATION'S 
RETAILERS 

busine!il~es, ~t:ep~ being taken 

growth in EPS on average ovar 

th• next two to three years, 

L ong befor<; the terms "t<;$lruc

turing'' and ·~maximizing t>hnreholder 

valm.~'' beeame jargon, McKesson Corp. 

sd a.bout to shed its ~~onglomerate eloa.k 

and to focus it.5 efforts on becoming 

the.nation's premier disl.ributor of non~ 

durable cons11mer goods. 

That •ffot1 began in the early 1980s 

and was largely completed in the past 

year with the sale of the company's 

chemical distribution and related 

qusinesscA. 

Through interntd t::xpar\sion and 

selected aequi$itions. we have put in 

place a unique distribution network 

serving more than 120,000 retailer~ 

•nd heahh-care providers. We ate the 

nation~s largest wholesale distributor 

of pharmaceuticals. We also are the 

leader in the distribution or health and 

heauty aids and general m~rchandise 

to supermarkehi and mt~ss merchan· 

disen; and of bottled water, wine and 

spirits und veterinary supplies. 

Two of our subsi(liaries-Armor All 

Products Corp. and PCS, Inc. -ra~k 

at the top of their respective industries.. 

Armor AlJ® Pn:.teGtant enjoys an esti ... 

rruded 90% share of the RUI(}motive 

protectant market! ~nd PCS is the 

leader in computer-based prescriplion 

daim:s processing through a network of 

60,000 retail phnnoat;ies, 90% of the 

dn.1~tures in the U.S. and Canada. 

In rd()~using the company's direc

tion, we have signifwant.ly reshaped 

both the C<}pital structure and lhe ptofi.t 

mix of the company. s(.lmt~ $425 l'r'lil

llon~or nearly 60% of our 1980 capi

tal employed-has been divested. This 

amount included our food and home~ 

building businesses in addition to the 

chemical operations. Of O\Jr <:urrent 

$1.3 billion of capital. about $600 mil· 

lion has been invested since 1980. 

Mote than 50% of our fiscall980 pre· 

tax profits of$) 15 million came from 

businesses we have since divested. 

About !lO'I'o of our operating profit in 

the year just co!llpleted was generated 

by our ret9.il-orieut.ed distribution 

operations. Our largest segment, Drug 

& Health Care, 0<'¢ounted for SO% 

of »•cal 1987 operating profit, up from 

30% in 1980. 
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Revemn;s cmd earnings reached 
new highs in fiscal 1987. Revenues 
increased 18% to $6.7 billion hom $5.7 
bil1ion it1 fiscal 1986. Incorne from con& 
tirming oper~;~tions Wt~.S up 27% to $94.1 
m;Jiion fron• $H.l million, and fully
dihucd earnings per share from contin
uing operations rose 16% to $2.04 fmltl 
$1.76. f'iscall987 results include a 
r1et after-tax gain of $10.6 rniJlion, or 
22 cents a share, from the sale to the 
public of 13.8% of the common stock of 
PeS, pMtiaJiy offset by a Special $10 
million pre-tax contribution to the 
McKesson fi'oundati<m. This contrihu~ 
tion wiH help pmvidftlong-tettn fund~ 
Jng for !he comrnunity sttvice activities 
of lhe Four1dation without additional 

contributions f:rom McKe.si>on in th~ 
forese~able future. 

Before taking into account special 
hems, per share earnings from contin
ving opera.lions w~rt: $1.82, up mod
e.Miy from the prior year. These results 
ref) eel a number of year~end charges, 
mosl notabJy a S-cent per share in~ 
crease in cost of sales rdJE>.cting last~ 
in, li"'H>ut (LIFO) inve,.lory charges 
related to late~year pharrnaceuti(;al 
price increases from suppljers. 

While fiscal 1987 results were short 
of our long-term objectiv~: of achieving 
growth in earnings per share of 10% to 
12%, we believe that the strength of 
our core businesses and the meaSlJrcs 
we ate taking to address our problem 
Nei1 F.. HQrlan, 
~J,Mil"mauul'lll~ 

ho.:~.rd (r~tl), a11d 

ateas~rtotably our 
currently unprofit· 

Tlmma..s W. Fielcl, J1·., ahlr. office products 
' •lrl".sidenl 1111d r,bid 

cx¥-t:ut.i"e oni~¥-f"l 
· ",.,tile ch111tcn~,. 

0111~ ''111h)rlunity ful' 

M-el(euon 111!1116"1(1~· 
~11e11~ iiJ IO t!:loo.t~l'lll<!" 

.11 str:~ote~y th-11t- ... ill 
et111ble us h~ ~x11loit 

d11.: d~llilll'~I'D)Ihi~ 
dnu~s thad are t>.i~-
11ifh:11ntly ["l""!~hAfii.n~ 
th('" di~trillll~il)ll 

i~1d~I-!>IJ"Y R~ wdllnl 

lhi~ !!huplri11• habilll 
of th1~ Au1cricim 

distribution busi~ 

ness-will return 

us to that path in 

6scall988. 

Reflecring our 

confidence in the 

future, the Board of 
Directors lust July 

increased the diviw 

dcnd nearly 7% and 
.e,~11111·unu~1·.;; split the common 
~lock two-for-one. The new quarterly 
dividend rate is 32 cents a share. The 
Board also adopted a policy of reput·
cha~ing McKesson's shares in the opez1 
rnarket in order to offset the dilut~on 
ari~ing from t:=mployee incentive plans. 
While the dilut)on is relatively rnodest 
in any one year, over the long lcrm 1hc 

curnulalive resull would otherwise dampen 
rhe rate of growth in earniugs per share. 
OuTing l.he yeart l,l64.,00Q 5hares were 
rept.Irchas~d al an average price of 
$31.90. During fiscal1981! we expect 
to repurchase •bout 2,400,000 shares. 

Jn another move to enhance share
holder value, 16.7% of the shares of 
Armor All a"d 13.8% of those of PeS 
were sold to investors t.hrough lwo 
initial pt.~bllc offerings. The market 
reception for the shares of these two 
high~growth companies has been excep
tional. Offered al $12.50 a share last 
October. Armor All clos<d at $]7.13 on 
May 22. PeS, offered •t $13. ;,o in 
November, was fit $26.75. Our purpose 
in making these shares availa~le to the 
public wus lo at;hine greater visibility 
in the mark~tplar-e and fuller apprecja
tion of theil' pn)spects. We believe thjs 
move .has been good for McKesson as 
well as for Amwr All and res. 

Lookin~ to !he futurct the challenge 
and opportunity for McKe$!;i.On managcw 
mcnt is to execute a slrategy that will 
(;nable us lo exploit thP. deznographic 
chang~!1 that are ~ignificantly reshaping 
lhe disn·ihulion industry as weU as the 
shopping hahir.:s of the American con~ 
sumcr. These changes are having a 
great irnpacl on tht": ttationts retailers, 
e:ttpcciaiJy independents-exempli& 
ficd hy Chuck Glennie of Spokane; 
Wa!:'hington, pictured on the novcr. 

M<1Kesson's wholesale drug opr.ra
timls number some 14.000 of I he 
nation's 35,000 independent pharma
cies amor1g its customers. These 
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customers represent over half of ou; 

wholesale drug distribution busim::ss. 

The steps we are taking to strengthen 

the competitivenes• of all of our irJde

penrl~nt retail customers are high .. 

lighted in a special report beginnitJg on 

Pawl 5 as well •• in the review of oper· 

ations starting on Page 10. · 

At the s"me timet in response to a 

growing coosumer demand fot· conven

ient one-stop shopping and product 

variety, retnilers are opening huge~ 

ultro-modern supermarkets-combo 

$!ores. These •to res sell most of the 

products McKesson distributes~from 

pr~scriptions to pet supplies. Sut~h out .. 

l<:tS •hady ac,oount for about half of 

the saks of all health ond beauty aids 

and over-the~counter remedies. 

Rt~co,.,ni:r.ing the strategic signifi~ 

(~anee of this trend·, McKM$On has 

moved rapidly into the s~rvice mer~ 

dmudising business. We art; now the 

nation1s leading service merchandiser, 

providirtg a wlde range of products tu 

these mas~ oullets. 

ln !he year just ~ompleted, service 

trterchandising revenut~~ total~d nearly 

4 

A~ pnrl of a llt'W 

Q'IDIID~I':menl illi'lw• 

~~~1'1': d~•it(m:d lf) 

prmlm~e dost"l" 

~.f)'Jrrli1JIIIinn 1 lfmr 

&(':Jli<~r c·u~c1•~iv~11 

,,·~rc nAmed eJt~CII• 

hv~P. vi~~ pr('!ll'ifii':'J'Ij. 

Ucft to t'ighl): R~x 

lt "bbon, op~rQ• 
l~(m~~ Ke»Hlclh C. 
Hicken. opcr;lllimtl'; 

JohnS. Wb~a~rm, 
11dmini&ll'ation, 1uul 

i\l1111 S.-eltnfN1Uiu1, 

$600 million, and 

in the last quarter 

alone major new 

ac~ounts were udded 

totaling $100 million 

annually. Sen·lc.e 

merchandising has 

beCQtne Qnr second 

lal'gest business 

and is well on the 

~.biei.'li.nnm·i11l offil~f!r, way to becoming fl. 

billion-dollar-a-year operation. 

1<:. capilali~e (>h o•H full potential a$ 

~ broad-spectrum, tla:tionwit.ie distribu .. 

tion company, we will be making sub. 

stantial capitol investments over the 

improve the effectiveness of Our fiHAn

cial cOmmunications, we have expanded 

the Financial Review·and Outlnok. 

starling on· Page 1~; 'Thi,s revic.w, whidt 

discusses thC flllure prospects of the 

company as well as its past perform~ 

ance~ provi,des more forward-lvoking 

inform~tiOn. We hope thiS information 

will be helpful to jmtestors.iri evaluat

ing the futur•! proopects of the company. 

Be.sed on our assessment of the cur .. 

rent economic environment~ our market

place and our financial plan, we ~·elieve 

the following objectives to be achiev· 

able over the next tw<> to th~e years: 

D Growth of 10% to 12% ine,.;.ninl!" 

next few years. These outlays will facil- · per share on·overal!e over the period. 

itate the integration of our opcra.th:ms 

and the maintenance of our p<~sition as 

the low-cost distributor. Over the past 

five years, we have invested some S300 

million~ primarily in new distribution 

facilities and computer .!$)'Mems. We 

estimate that capital outlays in fiscal 

1988 will be about $115 million, up 

from $66 million in 6s~al 1987. 

Over the pas~ se\'eral years~ we have 

made O~lr finan~;ial objecti'Yes known 

lo our shareholders und to the itw€st~ 

mcnl. cQmmunity generally. This year, 

in reformatting our annual rcpott to 

Neil E. Harlan 

Chairman of lht~ Roard 

June 3, 1987 

This objective is based on an ••~"mp

tion of 5% to 7% .real gr<)wth and 

inflation of aboul 5%. 

C:l A dividend payout target of 50% 

of net income over time. 

0 A debt-to-capital ratio of <W%. 

D A ret~rn oo equity of 15%, based 

on the above objectives, by the end of 

fiscoll990, 

With the (~ritical elements of our 

di~tributioh ne1work in place and with 

our human resource~ and 'f1naJH:lial 

strength, we Me well positioned to 

achieve these got~ls. 

Thomas W. rield, Jr. 

President and Chief 

Executive Ofllcc:r 

BR001089 



SERVING 
AMERICA'S 
INDEPENDENT 
RETAILERS 

TQ compete in today•.a~ !l:;Ornplax 

world of m.llUiiB marketing. 

lod~pendant& increasingly rely 

and marketing expertise 

for me,..chandlse se:Ject5on. 

aervices and &upport. 

1l1to GJ.,.,dtlt\~~>

(llimw~. dm•lt14'iil<t1 

f1·•.~m 1d~) f;v:.·~, 

St·t~ll:. M;ll'ii1, Chud;. 

;uul Tim-f1•ahh't' 

""m~~t!itiv~· t~~'il••·l'1 

oml o~~ b•·~,a~l 111~1'\'hltU· 

~~i~~.~ t.~."lt:<•linu ""I•• 

l•li~d hy Md\.(•fi!lllll Ul 

~1•1•~·r Stl\·~· Ot'UICII in 

Spub.nlH!. \l,l~h., 
wlwn• l'll)ll<"'IN· 

Mon·¢t• J"rd!UI {l'ilk:hl) 

:,;~y~>.!oiW <'<ltl'"•·~r\ltll 

ma j:l'~<t~L ~l":nin• any· 
lim,.. ~-~~t~U yun'rt· 
Kit~k, 1hu1 <'Ill! maL..•~ 

1-1!! 'he diff.:"tc:u~.:~.'' 

TArnel'ir;o,; landscape has 

t:hanged r<.~dically since Samuel /\Jams 

deseribed us as "'a natio1~ of shopkt:ep

ers.~· on the cv•: of thf~ Ame1·ican Hev· 

in~ their neighbnrs and eutilorner::;;; hir

inf!1 good people and treating thtm with 

respeclj courage to tak~ 1·i~k.s and 

rc~p the rew-ards; ltJng hours, starnitlkl 

olution. McKe.ss<m has Lecn on the <ind ptttlence; a good husint;ss plan, 

leading edge of chfjnge f(~,· rmwh nf rhM and most of ~11. ~~ $1rong behef in the 

200~year !:ipan~ Bervj''f:'i lht net~d.s. of tlw Arnerjenn (Jrea11l. 

n~li0t1\~ in<lependent l'etailers. In th·~ complex worJd of mass rnarkcl-

tOr mnny oftoday's shopkeeper~~, the iu;:t,~ tod01y'::.:. independent retailei'A \11-

t~nm~·· stme ha~ moved to the shopping 

center. But when you ask these hardy 

entrepreneurs what it takes to make it! 

tht.: <.tnswCr!:i hi.Jven'l 

really changed: love 

Cl'easingly rely on tht' di~lributi<m and 

marketing expt:>rtbe of McK~&$\011 f~1r 

merch<:JI'Jdis(~ ~det~lion, services nnd sup" 

pori lu kt;ep !hem one step ahead in a 

dcrruwdiug. eompetiti,•e retail market~ 

place, and to help them livo their dt·t:ams. 
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THE 80Y FROM TWO DO'f', MONTA.NA "The American dream reallv c.~<H1 

•:orne lrtl(~," ~S~y:; 49-ycar-old 

Chuck Gl(~nni~. ~tanding in fnlnl of hih 

14,000-square-f<~nt stm·e, SIIJ)C':r s~t\·t~ 

Dl'ugs, in Spokane, Washington. 
11Becau&;e it':; my own business 1 1 

have the chance to treat people the way 

I think they should be treated and to 

call my own shot!). My st~IT a.nd l1u'~n'1 

t•·ying 10 pleMe someone else; we're 

just trying to please our customers.'' 

A pharmacist for 26 years, Glennie 

worked fil15t for a chain store and then 

for t.wo indcp(~ndenl$ b(!f(IJ'e striking 

out on hi~ own. ln 1978 he acquired 

Super Savf.~ Drugs And revamped the 

entiJe SIQte. "Nnw l tell my people, 

'You put your touch to things, buy whot 

you think is right, manage your depal't• 

ment like it'ffi your own.' They do a 

super job.'' 

Today, Super ::';ave Drug5 i5 I he quin

tessential drug emporium, with armual 

sales of more than $2.25 million. 

Located in a thriving shopping strip, 

Super Save offers everything from ph•r· 

maeeulicals to pantyho"e 1 garden hoses 

to r.p·eeting c.:utJ!i. 

A McKesson cuslornr;r sinc.~c he 

opened, GJennie says lJ1at McKesson 

$t~rvi(~es like the ~:commwst ~:~u!Om~tcd 

oa·der .. enu·y system and Valu-Hitc;, thi; 

w1li1ln's b:~r~~e!;it voJunlary drugstore pro· 

gnun, have enabled him IO t,;ump~lt; 

with the chBill!$, In fact. Economos1 

was a majo1· factoJ' in Glrmttic's decision 

li.l dwo$e McKesson as hb wholcsotlcr 

Attrac.~d to M~Kcu-son heavly 

ph4!11rrruu:.y ownet Chuek Glennie 

s.e.vs: ·•oeonomost w11s 11n 
i!Ciion inif.•rmation in 1978. "'Every 

week 1 wa~ spend

ing 25 lu 30 hour• 
couldn't survive without It now.'' 

ttnd provide~ prl

vatP.-Iah~l product~ 

und in ... store prorrtt")tiona] pmg}·ams:. buying OTCs (uv(·r~the .. counter proU~ 

uelH) HncJ nt)$TfU~t·it:!; (t't)l"l"' HJl th~ dil'et~l 

s~:~lt.~~•'n(;n, pricinJF 1h1~1"1l anti getting 

tht~m ontt) thi! ~he:lw~.s. What a ho1Ten~ 

dous task!'' he recalls. ••McKess.on 

c:.ame up with a solution: EconomosL 

It was an absohw: lifesaver then Hnd 

WI"! t;Ouldn't At.nvive with01JI it n(hv.'' 

McKesoon al•o handle• hi• third-party 

daims processing, supplies d1·ug inter~ 

Good !5ervice, too, is somethjog he 

~ays he can co~ml on. ~~when wt.: need 
St)tnething ... Zt)Om! MoKe~son's he1'e1'1 

Pharmacy competition is keen in 

Spokane) according to Glennie. Seven 

m~jor cht~-ins operate pharmt~dC$ in his 

:u-en. Seemingly undaunted, he says, 

"We make sure our prices are right and 

our service is unbeatable.n 
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Clt~tmie say~ that increasingly his 

real competitors an~ hexllh-mainten:mce 

organizations (HMO~) that contract 

with drug manufat;;ture)'~ and pay jower 

prit:(·:s for ~orne plun·n·IHCe.Jtl,_:ab. A 

rru.~ulLt:.r (Jf a state-wid~ prefNred pro

vider organizatitJT! (PPOl~ he beJie,1«::!:i 

th~l !!iliff <.:Otnpt!litiou in prescriptions 

l:ih(JUld "encourage dmgstorf; tlwner& to 

b1~ m<1rc aggrcs.sive abnut merehan~ 

dising !ht! fro11t end 

of th~,;ir bu!Sinesses.11 

More than 73% of 

~· 
..:::.;..,-....-...:~· 

Super Save's business i:; from the 

"front t.~r•rf': over-the-count.er rcmediest 

health afH1 beauty aids 1 gifts, sundries 

and video re•11als. Prescriptions .account 

for the remaining 27%. This mi:x 

i~ nearly the reverse of th•..: ~verage 

indep~~udent pharmacy. 

CletHik's three sons an~ fc.•llt.•wing 
dosely in hil;;i footsteps. Ca1·y. 26, ~ 

pharmacist. runs a North Spobw10 drug~ 

u, .. Piue~o (l~m 
fuvj~r& w.~mlll 

Suptirmariu:l~~o' r.ml· 
\'f!ni~~~~~· 11mll11w 

(tt'it·t~~~ lml il'~ thdl' 
fri*<ndly ~""t'''it~· llaul 

kettJ)$Jitw uml «!.OtaJlh· 
(ottr' C.lnru ('IJI'lin~ 
luJ("~. Tlw W1fm)s

(IIIJ•""''~~ dut1kwiio;J• 

frum kfll Chri<;;, 
Joan. Lh1,,, Jl',, Dun, 
Sr.~ Bt:rlbu, J('t'f 1111~1 
$11flii<!>)'-")WI'I.Il~ U 

$::!0 m{IJitiii•:I•)'~~OI' 
;..II"~U,'.~lf')' busiJW~S itl 

Mi~<>~mu·i, wif.h 

M<:Kf."w.11t11
il MMI 

!li'I>Vltllrl~o~: mlarly ull 

store co .. o\vned by 

tht~ Glennies. Sc~)tl 7 
25 1 11 CPA 1 Ct'erlted 

If. :t~pccjaJ computer 

pmgr.!lm It) monitor 

thr. s1m·e's profitabil

ity. Tim, 20, is tl pre .. 

pharrnACy studenl at 

O•·•g<m State. 
Ob!:i~rvcs Glennie: 

"Sure, this busines.s 

is t<mgh and com· 

petitiv..:. lhot !look 

at my family •nd all 

the peopl(; knocking 

themselves out to 

make thinAS go twd 
I realize. gosh, I'm 

one incredibly lucky 

guy." Add~ Glennie) 
1h<q••mfmnl!». who g.rev .. · up on a 

~..~auk ranch in tiny Two Dot, Montana, 
1
') wouldn't want to spend my life any 

nthc1· wl:ly.'' 

GROWING UP IN A SHOPPING CAR"t 

BV contrrtst, Don \Vood:f;, Jr., was 

literally horn into the grotery 

ln1siness and he h1kcs it in stride when 

(o!h in Bohvar1 MJ~~~)~1ri, lease him 

good-na.hJredly about wow)n~ up in a 

shopping (:art. That's becau~e he w~s 

just two yean; vlt..l when his parents. 

Bertha and Don Woods, Sr., bough1 
their first country groN:ry store. 

1bday the Woods SupenMrkct em· 
pire has ~lossomed into a $20 million· 

a .. yeor bw:>iru::o5 of five stores with 225 
employees and a restaurant in south

west Missouri. 

'l'he senior Woods, 68. maw::tg~:~S the 

Aagship store in Bolivar. Bertha. 68. 
runs the family operation in Buffalo. 
Don Woods, Jr., 42, and his wife, Joan, 
39, operate the Woods Supermarket 

in Stockton tmd lwo businesses in 

El Dorado Sp•·ings. 

A third genetatio•• of the Woods 
family-Ch•·i•, )4; Jeff, 11. and 
Shdley, 7-is already buning the 

grocery trade. 

F'or nearly 30 yf:.ars, the Woo<ls fam~ 
ily has relied on Mass MerehumJi!1t!r~ 

(MMJ) to ea:!iit.~ sornc of l.bc compcti~ 

tivc pressure by handHng th~ir health 

and beauty aid$ and r,eru::ra) merchan~ 

disc. MMrs Jim Beshears and Scull 

Smith orde.r, prkt~-labd Hnd rnerchan~ 
di!-it:: virtu~lly .all the Wood~' ru)nfoods. 

MMI also advises Wood~ on market~ 

in~ st.ra.tegies and prepares inventol'y 

and rl"Janag~~mcnt reports. "The tough

est thing nht)IJI t!Ornpeting today," 
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S<:1~·s Don Woods~ Jr.~ ''i:-. being abk 

to a('quire merchandise as eheaplx as 

the chains do. MMI has taken ea•·e 

of us for ~'c.an::i with tl1c right p1·ice and 

good v~)1·i~ly." 

N,~<:~dy l1alf nf all heahh and heauly 

~.~~d~ are l'lnw pmc.:hased in supermar

ket~. 1\1 M I ;;,uppl ies the Wood~ from 

<l $]00 million inventory of more lh<:m 

26.000 items~ including hc!illh rt.tJd 

beauty i.iiJs~ hou5CW<:&I"($ 7 pH ~upplies~ 

5la!iontry and SJ)t;!"!ially foods. Start

ing wi1h a 12-foot !=.ection in 1959~ the 

Wood~ now devote :-WO feet to non~ 

food.!:i. "'Profits in grocery get shorter all 

the time while rrlat·gins are improving 

on general merchandise and health and 

bc:mty aids.7
' explains Don Woods~ Sr. 

The Woods' are extremely price· 

(:ons(:iou.s and MMI h~1S been able to 

hdp them compct~; 

with nearby clmiu~

"We hdpctl tlu:;,n set 

up their pri('ing sys

tt~ms ~nd help k~~cp 

1 h~l'l'l eunent~·· says 

Dole Willian", MMl 

di:=<tricl 5alc~ rn.flnugc::t. 

'"In addition to 

priciJll!h·~ !;'!Hy::; Dun 

Woods. Jr., "'cus

tomer scrvic~ i::; the 

kt:~~ to success in 

this hu~iru;s-!5. Ou1 

peopl,~ t t·e.al. our cu~

tomen; like they 

W;:tnt lo b1.~ IT"Cflted. 

1 rhink that !;!iives us 

the uhim:ite edge.~' 

8 

Sp:u•!tlelto~~' Jim 

l:t;~rl~ mnk<."':t~ 11 hi· 

'~"~'~'"!dy ddin••'Y l<~ 

C;<l'O/ l\1(11'l''"Rh·"~:~ 

(lol)"t'IH'!' t~t•lt(t•l' iH 

., ..... tlH'. c,,l;r. {t"iJjl.hti. 
'''ntb. joh."' tlt\~.1; 

Clru•k, "nllmn, nu~. 

11" a ~iujl"J<.'! h!'('!H.I• 

""tnn•'l", 111 ;,,.,.1, til~ 

fu111H~· (ho•ttl-11') t•om

Ctll"il'll,t~·."; H.· 11dd~ 
u~~~'""'llth1~ hl!f:'.tt 
1Lw ~-~·lllltdltJ,w i .. 

t'iit<!,·r· ''"'llt•lt ~·~•11 

lla\(1 ;t ~lllh'!'im• 

iJE'(i(/ut·t.'' 

"•J l.OVE BEING THI= SPARKL'ETtS MAN" 

An independent mcrchmn of 

~another kind is Jim Clark, H 

Spark letts Water route !>al,~s l'epresenta

!ive in Southern Califomia. For nearly 

t-evcn years, CIMk, .~H, has delivered 

Spurkl~~n:;; drinking water to some 850 

eOn11ne1'<~ial and residential em;tomcrs 

iu fas!-growing Orange County. Co

winner of rhc American Bouled Water 

Sales Heprc!:'~nti.itiv(~ or thf': Year award 

lasl year. Cl;irk w~s selected for attract·· 

ir1r; new c:u~tOtYH~l~, inc1·easing stdes 

and con,pilir1g a perfect safety ret:ord. 

Of all the _jobs at McK{:sson, his is 

among t.he ml)SI t.nll"~preneuri~l. Paid 

011 oormni$SiQrl; route sales people ~am 

nn <tvemge $:17;000 i.l year and high 

p~rf'ormers can rc::tch $54,000. 

"The nic-e.• thing <d)t)U! !his job i~ th~;~l 

you can muke a.!3 rmu~h money a~ your 

strength, 1:~nergy a.nd de!ermination 

~~Jiow;~ Cla1·k s.ays. On average, he hefts 

150 fivc"gallon bottles a day. 

Competi!ion among tht; nine Orange 

County bottled \\l~lk1· ("Ompanies is 

fierce, Clark s::~y~ ... If you' don't develop 

a rapport with people and give them 

top-rH)tch ~c.·!'\• ice, it~s easy to gc! 

knocked off." 
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Jn t.hat environmenl, hnw do(!~;$ he 

hold hi& own'/ "By being friendly and 

consistent ancl showing .\'Qrne genuine 

concern for my customers." Bea1ing 
back the compt:::tiLimt h; 1;~.:~si1!r, he adds, 

"when yoo have a !;)Uperior product,!! 

Clark lives in Riverside with his wife, 
Tina, and thei•· six children. "This job 

aBows me 1 as (I ~.<inglc breadwinner\ 

w keep my farnily comfortable. 

''Be.side~ 1 I love; being the Sparkletts 

man~~~ Clark odds_ ~<Our TV adv1.::rtis~ 
ing has given u~ <llmo~H I hat icc-(:ream · 

man rnogtc when we drive through a 

neighborhood." 

''NOBODY CAI\I FtAE YOU" 

R t.mning yOtlr own business has a 

different set of rewards for John 

Valenly, 66, and his '"'·ife, Jo. 59, al 

Pa-sadena Discouut Liquor!.> on the uul

skil'ts or Sr. Petersburg. Florida. 

''Number oue, you·J·(: ym1'r own bos::.;, so 

r111l:mdy can fire you,' 1 j(lkes John Valenty. 

An um;poken rew::~rd is the oppor·· 

tunity it gives thc::m and their tw«J sons 

to work do•cly togcthel\ In the e••·ly 
1960s, when the Valenlys bought theil· 

firi>t pi{d;llt)C store, the couple wa~ vir

tually int:>cparable. As soon as S.Ot'l$ B«>b 

and Jim were old enough~ they $l,nrted 

helping out in the store. Having b<~ih 

up a thl'ivJng business, John Valenty 

sold it. In 1980, his son, llob, now 33, 

0(11Wh1Gtd him to open a new one. 

The ftunily's close ilwolvement in 

the hu:siue.ss is evident today in thei•· 

2,500-!:~quare·foot stfm'':. They an:." hav

ing "a wbak of l\ lot of fun'~ watching 

the foUl·~ year-old bu~inr.~s started virtu~ 

ally fmuJ 5cratch soar to tworly $LS mil

lion a year in ~alr:::S,-$ay~ John Valenly. 

"h may sound conl)'," Jim VHkn1y, 

371 adds, «h1)1 our slogan has ah"·ay~ 

been, 'We~re not here lO m~ke money. 

We~rt: ~ICI"I~ to make friends.; ;~ h1terjccl5 

his father, "13esidcs, the money usu

''lly f(tllows.'' 

Cu~tom~r L:>.,·ry 

1\lt•Cu·tl (lrfl) m~~:!i 

1111" Nlll~('llit~! l:o('t'"

it"(~ ftmn Pa~;u]~nm 

Dillt'mmt Liq"<'>rt(; 

~~wn~r,; J•' tmd Jithll 

Vl.lt'l!uty {<~lu"'(~, 

fi'UOII) 110d "OUI'.: 8ob 

~~·uUim lrN•rh A 
M~· K~at.••U 1\u~<lmnf'J' 

ftu• 2H )'1.\4IJ'j)., 

J~~lm Vuh'mty ~t;'l.y~o~, 

"JI.111 K1\tl<~~ml WlU'i 

J,:UOd (O lllh' 'l"ll('ll l 
wa~ huyilll{ 20 c:l!!lt>~ 
,,rvmiJ..n;! muu1h. 
Nuw I h••r -100.'" 

John Valenty isn't 

overly t;oncerned 

with the competition. 

••1 can knock off a 

dollar or two and 

rt1ee1 anybody 's p1·icc. 

M(l$t c}f my <~ornF 

pl?litors ca:n't do that 

hecaust: !.hey cJpenJ.te 

on a set mark-up. J 

can do it because I'm 

the owner and I know 

what it cost me." 

But beyond price, 

the personal touch 

sets their operation 

apart-whether it's going over to the 

shelf to show a customer a special bar· 
gain, inquiring about a customer's kid~ 

or pas•ing out some of Jo Valonty's 

hor-, d'oeuvres. 

Along the wny, the V&lenty• h•ve 

bcndited from the suppnrt aod advice 
of their McKesson sales reps. "Back 20 
years ago, when I was new in the liquor 

business," says John Vitlenty, "they'd 

give me pointers, especially for holiday 

buyil'lg. Now, when I need a special 

display or help with my ad, (McKesson 
sales rep) Sam Castellano or (McKesson 

genel':.:\1 manager) BHI Finney gives me 

a humt Plus.. if I need Monday deliv~ 

ery, 1hey1lltake f'!are of me. Since lhnfs 

wheu my ad breaks, 1 need a whote~ 

salet· wh(/11 have the product hc::re when 

my cuslomer!.> $h(Jw up 1.0 buy it. You 

koow, McKesson was good to me when 

I was buyir'l:g 20 cases of vodk8 a month. 

Now I buy 400." 

9 
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RECORD 
PROFITS REFLECT 
McKESSON·s 
MARKET 
LEADERSHIP 

Over the past five years, 

n!IV'&n.u&& have increa~ed ~t 

a compound rate of 18% and 

operating profit 14%. reflect.~ 

ing McktHiio~on·~ fQCI,.IS Qn it~ 

role as the primary di.!J1;:ributor 

in the reWH marketp1ace. 

10 

Revenues and operating profit 

of McKesson reilehed record levels in 

fi~cal 1987~ reflecting the company·s 

},~adcn>hl[l in Arncrica\ tdl.lion-tkliiHr 

disll'ibulion industry and the stl'ength 

of its Armor All Products Corp. and 

PCS. Inc .. subsidiaries. 

Revenues increa~ed 18% to $6.7 bil

lion from $~.7 hillior~ .fmd or>el"ilting 

profit rose 10% to $2cll million from 

$209.6 million. Over the post five 

years~ revenues have innreased at a 

<~ompoun<l rate of lH% and operating 

profit 14%. 

Dtug & Heailh C~t·~;, M<:l<es$ou'$ 
l;ng~sl nperatlng ~egme!nl, incrt:::llsed 

operating profit 7% to $118.9 million 

011 revenues of $1.8 billion, an 18% 

increase. The totals include the results 

of McKc~\5on's PCS subsidiary, proces .. 

·Si~l' of !hird-party pre:scl'iption claimf:i, 

which posled a 5<1.% increase in opr.:rtd., 

ing pn.>i'it to $15.6 tnillio11 "" • 38% 

revenue gain to $54.5 miiJion. 

lhe Gerlt:riil Merchandise Btgrttcnl 

t(':(;IJI1''1td l'f.~V('IHJC$ vf $880 rrtillion, Hp 

s:~%, and opt:l'ating ~)l'ofil of $48.1 rnil

lil)n, up 29%. The iw.:rcaSt..:s WtTt~ p~r

Lially due lo acquisitions. Included are 

the reoull~ of.lhc Arrnor All Produd::; 

subsidiaq:, ruaker of A1·rno•· All Pm

tectant~ which increased revenues H~0/o 

to $107 rnillion and operating proflr 

20% to $35.8 million, 

Opfmllinp; pmfit nf th~ BevenlfJ'= !':lt.:~

menl increased 4% to $64 million on 

the strength of the performance nf the 

MeKesson W:.•ter division. The bottled 

walcr unit reported ~ 17% 1nc!'ease in 

opnalillg profit to $:34.2 million on a 

8% increase in sales to $181 million. 

Toliil revenues of the Beverage segment 

deGlined 4% to $957 million 1 due to 

the disposition of unprofitable wine .:wd 

spirits wholesale houses and lower sales 

of irnportc:d products as a result of price 

increase$ st~:;mming from the df:clin~;: of 

the dollar and higher excise taxes. 

uOJ.tr reStJit5 con6rm our decisit>n in 

the early 1980s to refocus McKesson on 

di$tributior,," t:il:tJ$ President and Chief 
Executive Ofllcet· Thmttas W. Field, Jr. 
..This rote is a natural extem>iOJt of om 

p<:><itioo as supplier of drugs and health 

""d beauty aids to independent phar

mtu.~if~$ l:u·uJ food stores." 

Field, who succeeded Chairman Neil 

E. Harlan as CF.O last .July, sees the 

company uideally posilioned 1
' to take 

advantage of the changes in distribu .. 

lion resulting from shifting demograph· 

ics and shopping patterns. 

"The lines between retail outlets are 

being erased by consumer demand for 

product vuriely and the convenience 

of on«:.~-stop shopping in huge combo 

s\ores.'' Field sJys. 

Recognition of this major shift in 

n;J"'j)ing led McKco.sOJl to bt~gin r<::di

recting it~ sll'al~:gies ln the eady 1980s. 

Today) McKesson serves 120,000 of 

Am~ficfl's d.rugsHnes. grocet·les, hospi~ 

1als, veterinarians~ mass merchan(li

St;r:!'i, .t>\Jpenna•·h~ll;i, oHi!J«:= pnwlllGlS 

dealers ~and \'\'im~ and spit·i1s ''elailt·:rs. 

BR001095 



In it~ core whole~ 

sale drug busines~, 

McKesson has a 

leading sh<:tre of tlw 

$16 billi.oo-;t-year 

markcl. OveraLl. 

whole~;Hitr!> account 

(lJr ~b(.J\.11 64% of pharmaccutJctJl :-:;~:tlr.& 

1:1ntl their .share is exp~<:led to cot~

tinue to grow. 

"As the leMdin15 wiHtlesale drug 

distributor. we cal) offs.et pressures 

on mary;in$ by reducing operatin~ 

exptH'ISes and increasing prodvcti"·iry," 

ridd says. "This ability is critical in 

dis1ribution, with its natt'OW margins.~· 

McKesson has made • $50 million 

investment in 14 new d·rug distribu· 

lion centers in the pas! six years and 

has earmarked n lik(: umount for addi~ 

limMl facilities over du~ next two years. 

The eompnny is tr:.sting satellite com ... 

muni<~ation to furl her modernize it.!5 

high-technology network and is devel

oping advanced di$1l·ibution syslem~ 10 

~Ghieve even mon~ ::Ji~nilit~O.tlt produc· 

tivity bn:':akthrough~. Fi~ld adds. 

''Our commitment to technology, Hnd 

our $·125 millit)n investment in C()m

pulet· svsterns. h.;~ve (~nabh:d t)Ur wh0lt'> 

s.:..1k dn.1~ upt:ratious \1) incn..:t~:!i(~ ovt:r

all productivity at a 17% compound 

anmwl rat~ over the h1ot dn:ad•~." says 

Field. "Our office prndnctivity wa~ 

twict: that 1.•f the industry 8veragt': and 

oz.1r wal't':house productivity was nearly 

50%:. above the intlu~try average in 

1985, I he lat~~~ year for which fig~Jrt~ 

are ava~luhle.~· 

!~lwrnuwy t!WIIf..'l'" Chttdt 

(;J~tl!tk (rore~t'CIIIIII)) 

llo.ll~"lllflltl M<:h.l!o!;.;ll!l ~WI'\'• 

h:,lll like• fo:c~cuummd 
tlul(lom~l~t} ~••••l~o:r•l'.flll"~ 

~ml \'11lu.-Rih~ t~'III-Hhl,~ him 

lo ('litnp(".l~ v.itlt !lw 

dutillll. H11cki1Jjl hi~u up 

ar~ {left LV l'it~hl) 

Md(c·~on'll .fulm hl~w, 

m·~JI!l.t' liJI('•'; Hond~· 

Wi!t::ox, Ji'l\'~!r< Lu~ll'il:! 

Hoovrr, r.urnput.Pr l"llnnr 

&tzrJ~I'Yi6oW, 1111d \'(!p~'IH' 

Sdmh. r~ttl.il He·~~JUtlt 

field notes lhal McKe•8Uil has 

trimmed its dn~g di:t1tribu1ion centers 

from 90 in tl.e mid-1970s to 54-today 

And opened its first of a ne.w g~ne.rallon 

ot combo warehouseij in Mc:mphi)j 

in April. The 270,000 •qu11re-foot 

faGility will hom~c the compiin'/:f> d1·u~., 

VaJu .. Ritc, v«';,erinary f.ervkes and 

office p•·oducts opt)'r"tion.s. 

10 achicv1; ils long-term goals 1 

Mt~Ke~son is executing four key ~~.r~tt

gi-.< in positioning it5clf 111; the pt·inmy 

dlsl1·ibutor in the retail rrwrkf;tplat:t":: 

D lnt.~~ratin~?, acquioitions with Col'e 

McKesson busineo::ses to devtl(lp new 

markets ~uti to c.~xpaod market shares. 

0 Creating a stronger~ lowel'-i')OSt distri

bution busincs~ lhmugh «~ommon data 

processing systems, warehouse mecha .. 

niz;;Hion, combo faciJitie!; ~ml joint pl'o

cmement and marketing prognuns. 

U lncrcasin~; !>ale!;! und improvin~ 

pmlit m<:ugins bv building on 

McKt~!:i!:>(Hl's financial strength) 5i~.c 

<lnd fliversity. 

0 Co•nbinin!) ~taffs and functions lo 

imfH'Ovc:: efficiency and pn'lfitahility. 

•·weve just hq;un i,nplementing 

tlu:o:se measufes,'1 Field says, ''and we 

have a long way to go, but 1hey will 

re:mh in a more markct-fo(;I)Sed, m1u·e 

Cll!:iiOmt:r~oriented) more efficient and 

nwrt: pn>Jit~tbl~ bu~il'lt:=ss.." 

DRUG & HEALTH CARE 
SETS RECORDS FOR 
THIRD YEAR IN A ROW 

M(.;Kt::s!)On\ Drug and lleahh Care busi

nesses .<mhieved l'ecord revenues and 

profits for lhc third consecutive year. 

Mcl<e~~m· Dn..~g, the company's 

largest Ut\it, coneenlrated on attraet .. 

ing new independent drugstore cus

lomers1 adding more than .1 ,000 (l)l' 

the third year in ij row. 

~~our wholesale drug bu!!:iine~s 

accounts for about 70% of McKeSSI)I:11
S 

revenues and about 42% of ih> ptVfits;" 

notes Rex R. MttiSQJ1~ executive vice 

pn::~idcnl of operations. "Even as the 

company exp~:mds into r•e"'' ateas of 

distribution, we1re paying clo.se ath:m

tion to the customers in our ccne busi~ 

OMVQ 4r t1fiAJ.TH CARe: ..... 

Rll'iV~l'llv.;$ tin b,ll;,c'"::::":c'--------

DRUG & HEALTH GARII:-

OPiiRATJNG PROFITCIC:in:_:'c:"':::tl:.:'"c:":ci _____ .. 

"'" -1--l 
_t_:_: -~--- ~mm &2 =1-=-1 
:I I i i I 
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Who1C$.:tle drug added ovo,-

1.000 new ind•pendent cus~ 

tomer.s for th1rd straight year; 

nesses, ~specially 

the independent 
cost$ eontin.-..ed tl) iners.(tse. 

ValurRitc includes 

pharmacist~ who faces tough competi-

tion from all directions." 

Of the r11Hion's 35,000 independent 

pharma(:ics, McKesson serves aUout 

14,000, which account lor ne•rly 55% 

of tile company's wholesale d•·ug lm!:ii

ness. Independents are criticallo 

MeKe55on's success as they fill about 

60% of all retail prescriptions. 

"We J)l'(lvide virtually everylhing I he 

indepe11dt=nl pharrnacist m;cd!::'i to he 

su(~(:essfnl.n Malson J1;ays, "inclu(ling a 

growing menu of inventol'y mannp;ement 

~ervi(:e~. privale-l~;~.hd producls, mar

keting a:;sistance, promot.ional meru 

ckwdise and Jlllim~gf;mcrll !:iupport 
. " sen, lees. 

M<:Kt;!:iwn lm!:i rcdcoig{I{~J ~nd 

stret1gtheued it!:> Valu-Ritf: voluntary 

retail drog th8in, ~ttrl'lcting new mem~ 

bel'S iu n::=~o:r-d numbet!:>- Mcmbcrshi!J in 

Va.lu-Rite. the largest a~sociation of ils 

type, soared lo 2,500 from 1.900 in fis

cal 1.987, with its ll'JCmbcn; accounting 

for about $525 million of McKesson1
5 

wholesale drug volume, up l7°;h 

"The dollar amount of business 

fmrn Vah.1-Rih= pharmaclf;~ i!5 growing 

about 33% faster than our other illdc

pcnderJt relaif accounts," points out 

McKesson D1·ug P1·esident .los(:ph E. 

Polastri. ''That's evidence that inde

pendents are findil'lg lhHt V~1lu-Hitc 

programs and product~ boo~! th~ir SilleS 

:md profitability." 

redesigned store 

idenrity packages 1 a highly popu1ar 

~~ircula.r to gcrwmtc store traffic and 

a privalc-labd fine that incfude!j vita

mins, shampoos, toothpaste, oin1ment 

and tl wide range of othel' r•·oducts. 
11Privatenlabel products offer shopw 

pers good values while yielding better 

margins for our customers, a major 

in~entiv~ for rt;lHikr.s 10 display and 

promote them.'~ Polasll·i !5fiy.5. ""We've 

gone from 75 Valu-Hite prnd11CI'6 in 

]9"/9 to more than 150 today, and we're 

introducing anoth~r 20 or so this year." 

McKesson ah.o exparuled it.~ 

Mt~dalist private-labelllne for inde~ 

pendent pha.rtn~cie!::'i a.nJ slrell~thcncd 

its "Greal Valu$" programs which pro

vide special-blJY n1erchandbe and in
~tore promotional snppol'l to hdp ind~

pendent~ competr.. more I:"Jfet;tiv~ly_ 

McKesson is also continuing itlii fo<~us 

on America's lumpital induslry. Iii fiscal 

1987, McKesson had ho;piral sales of 

abour $650 million. Hospital sales 

repre!Sented 18% of wholtsalc drug sales 

and thi~ share is 

ex.pecled to conr 

tinue to lncre.asc. 

"The hospital 

industry is very 

attractive,'' says 

Pola$1ti, .. in spite 

of the fact that il 

ls a na1·row-margin business with 

ongoing prt":S!::>ures to reduce costs while 

providing qHality care.'1 

In respouse 1.0 these pressures, 

McKesson provides computerized 

ordct~cntry and order-confirmation sys~ 

terns. management reports to assist in 

cost and lnvcotory control and timely 

deliveries. 

•'Because buying h·orn a whuks~JJer 

is more cost-efTective than direct pHr

chases from manufacturers, hospitals 

arc changing their buying patterns," 

Pol.astri notes. ~~As a result, wholesalers 

have a 65% .5ht~rc of th(· pha.rmaccuti

<:aJ bu~ines.s in the hospital drug mar

ket today, and that shc1re i~ ex peeled lo 

continue growing." 

Early in fiscal ]988, McKesson 

t~(11Tibined thr~~ ~*eratior~s !:>erving 

t.he hom~ heahh c:are Edd int1) fl. IJt.w 

unit, Mc:KessQn Homt'! He-.alth Care, 

with revenue~ of $72 million. The 

unit ma.nufactlnes ~mJ riisu·ihules 

durable rned\cnl e(Juipment and home 

health care supplies and provldf:s 

management services to deale1-s. 

Mass 
Merchandisers, Inc. 

[h)n Wuott~.Jr. (l~,r~~

~~·mmdl, "·ltjJ!IO" tHmil~·
owm~tllnld op~:"rti'C~ 

lt'IJ!k.'l''lll~!'k~•lt: dc)l 

Mi!:!~~m·i. r\"lit•" 1111 

Md(C"!WII'!i MMf hi 

IItaua~~~ ttlf" !1ltli"'."!I
1 

11nn!i.1ml ... Uad•.in~ !tim 

nt' nrt• (t·~~~lll•r, tj•l\ lo 

ri~hO 1\T.Ml'f. <)I'll~·~ fiJII'"r
Jnn•'t t'li.:d~;.~r,J!iim 11n1l 
o:-...h•1' '!"!tlt'y ~lt!~t'l'"')'l!!itj· 

~hbi.e Tdnw ami (l•tc-iu-. 

1"'1"1 i.o ['ijj;h!) 1lriv~~· Oon 

CilU(Ht~. ~n~~~p~sm J~m 

tl(1 1>IW~I·':I i\tt(l ('trlltlttiWr 

"il1ltJ-t'l(\l"( i'l~i·k ~h.t~!~ll!l. 

I~uruhur:. 
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Tho 
to be strong a.s consumer 
quality of tap water pusht.s up aales. service mcrc;handin seg~ .tnent., which di.:s:tribuf.ij& nonMfood!i~l.lfrB to supermarkeW:, shouJd also continue to record 11olid results, 8$ Sl:OCery .stor• devote more space to nonedible products. On the n~gat.ive side, we ex~ct the office prod· uclogroup to bo unr,ofitabl••l!"in thooyea.r as ftluggish t:.apita ~nding u~ thi,; &ect.or will piDbably holcl at>wn vo1ume, Ai&o, at .McKeS&on's Jlquor busines., marcinB ar~ improvinj~, but..,.los growth will probably bo lackluster in tht near future. . 

These good~yielding shru·e.s .. ; inier"t lnve.ston with • lon11~term horizon. Du~ to Lhe r~nt weak quarter1)' earnings eomparbon~~S, however, the sta~k is now rankt:d <I {Below Aver•ge) for Timelihes.e. N"'erthelees, ir our ~•rnings estimates, are near the mark, thiS stock could Provjde in· vestor'ii with above·averJt.ge total reLurnll through 1989·91. 

..... ·-·. ~ ,. -. .-,~~.,..... ".··~=Of .. ~"'"<: ... _':', ....... ·~~·1!-'j,-:>t-"-;·'~·~··(:·::. ;.:; .: •,':"."<' ·: .• ~.-.-.' ... -~.-: .. _· .• ···,·.• .• -.-•. ·.·,_ •• ·,·-.·.'~-···"·.· .·•·:··.··.'""··''"'".'•'- ' ·.· :· . . 
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Service mereh~;~~ndi~ing attracted 

$100 million in nevv b'-'sJne•t.~ 

In fina1 months of the year .tas 

retailer-s responded to rising 

demand from consumers 

"Although tighter 

governmenl rct~ula

tion of home health 

fot' variety and. convenienee past five y<:aro, PCS's SERVICE MERCHANDISING, 
revenue; have in- ARMOR ALL SPUR GROWTH 

of one·&tnp &hopping. creased at a. com- Created in figcal 19871 the General 

care ha5 slowt:d the iuduslry's growth 

in the past few yeal's, the continued 

aging of the n-'"'tion's population and 

cfforls l.o con1ain soaring medical cosls 

make thi!:i- a highly attractive indmilry 

for companies th<ll are wiJling to rnake 

pound rate of 26% and profits 4 7%. res 

sold 13.8% of its outstanding shares in 

an initial public offering last November. 

Nearly 14 million people in the U.S., 

Canada and Puerto Rico usc the rCS 

card, which is hono•·.,d by 60,000 

a long~term commitment~" !:i-<lY~ John B. phnrmaeir:s, 90% of the d~·ugstores in 

Hobinson~ president of the unit. 

With growit~g emphasis on workplace 

safety, Zee Medical reported ~mother 

record ye~:~t, with revenues t.opping 

$38 toil! ion. Zee service!; rnorc llwn 

300,000 comtnerr.ial accounts, iHstaH

ing and rnaintaining a wide range of 

fir"St-aid eabinets and f;iafety pmduct:i> 

for the construction, food service, c.om

m~rciaJ and manufacii,JTins iiH.h.tstries. 

McKesson entered tlu~ Vl;':tNinary 

:o>11pply business In fiscal 19B4 as an 

extension of its wholesale drug opera~ 

tions. Today, McKesson Veterinary 

Services is the l~rgcst distributor in the 

industry1 serving :33 statesl and re~ 

ported record revenues of $76 million 

irl fiscall987, a 55% int;rr;ase. "Om 

goal is to bet~ome a nationwide dh;trib

utor;;' says Richard L. Hagr'!n, pt·esi

r.kJJl, (ldding t.hat the billior•-dolla.l·-1~

year industry com;ists mainly of small. 

locl:'l uper·utili'S. The cornpu.ny is t~sting 

an 3Utomated ordl:':r-entry system~ an 

induslry flr.--1. 

PCS r.:Onl)noed il~ record growth, 

soliJifyinf!; i1s leading position in !he 

•·apidly gl'owing presr;riplion d,·ug 

c!Him!:' pn,JCr.~sing busines!j, Over lhe 

Notth A111~1·ica. PCS lists some 100,000 

companies as custom~n;, irwlu(·Jing l)rll~

third of the Fortune 500. Among i!.s di

ents are the nation's brgesl inF~ul·ance· 

companies, whid1 sell PCS programs to 

employers aa part of overall m~dicaJ in

surance package$. Today~ 180 insurers 1 

38 fHne:: Cross/Blue Shield organizations, 

50 healt.h maintenance organizalions, 

seveu preferred provider organi:>:.alion~ 

Hud !)(}0 labor unions, welfare fum:i!i> 

and comp3nie6. that administer Ll1eir 

own employe~ health cate plans are 

PCS custome•·s. In fiscal 1987, PCS 

processed abo1,11 58 million claims 1 

totaling t:t record $843 million. 

.. We"re very optimistic abo1H the 

fotul<o," •ays Donald ll. Dahli,, PCS 

preside~1t, «as the emphasia on conlt~)n~ 

rncnt of health care costs incr·ea.ses. 

Wc'r~ !ht! leader in our segment of lhe 

health care business, .a.nd over the last 

five y~m'S the number of PCS card

holders has increased at a 22% ~om

pound rnle, 39% in the last year alone." 

Merchandise segment provides a wide 

~:~rra.y uf t~onsumer product5 to super

m.a.rkeh>) combo storet>~ ma.ss rrn;:r~ 

chandisers and ofllcc products dealers. 

Spurred by the ,..pid growth of the 

GENE!~P.L MII!:Rt::HAiiiDISI.
RI!.VI!NOas (iu hiiHuu~J 

i>LII 

------
.n 

·' 

GENERAL Mll!l'tCt4ANDISE
OPC"ATII\IIG PRQFIT (i~l milli!oll!!l 

$e1·vk~ n1erchandislng unit and the 

Armor All Pmd\wts :subsidiary, the seg

ment has become a major conlribJ,Jif)f I!' 

McKest;on"s pr<Jfitability and pmspects. 

M('.Kesson entered service merchan

dising in ftscal .t984 and h; already tl1e 

leadir~g indepeutient distributor of gen

eral merchandise and nonfood proth.JCI$ 

to 13,000 customers in 48 !;;tates_ 
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Setvic~ m~rcha.n .. 

dising r~venues 

reached nearly 

$565 million in lis· 

col 1987, and new 

a<:CI)I,ll"lts totaling 

more than $100 
million on an annualized bn!:>Ls were 

add•d in thelnst few month< o( ti"·' year. 
11 We've only S(~ratchcrl the nlinkel's 

poteul.iJ~l," ~ays R. C .. Anderson, p1-esi~ 
dent of McKeooon's service l'llt.'n~han· 
t.H!:iing operalitmr:.. noting lhrlt mlnfood 
$altt'i by groceries d i robed to more 
than $17.5 billion in 1985, far above 
the $4 billion sold in the 1960s. 

"Coma.1mcr demand f(lr one .. stop 
shopping is (hiving the growth/' 

Andorson says. "Retailers at·c respond
ing with l&rgt.:r stores and a1't; devoting 

moa-e !o\f"'kCC: lo nonfoods a~ th1:: prod .. 
uc:l categol')' ~rows at a faster rate than 
food• and offers th•m highe1· p>·<!fot 

' " nHugms. 

Anderson says ::>Upermarkt:t opr;rt~
tors are familiat· with buying in cast:-lot 
~nd larger amoHr•ts. while slower
moving general rnt.~rchancli::;e and $pte~ 
cialty food items are most dHcicnlly 
purchast:d in :::.rnaller number!'>. 

"Our people aro e>p<lft• "tthis type 
of pi'Oduot nu~r1ugcmcntt he con!lnuf~S~ 
"~ITld grocet'S look to w:; ft.l hnndle thc::o:H.: 

products for them .so they cun c.:oncen .. 

·n, hnmllt" holll"d 
Wlil~l· ordl"l'" f,.r 

hi1 8tiO S.mdn<:rt• 
~~IH<wtaia t'U)!,IUIIll\r~. 
~(Hlrkit>tlb' !~~.t~l1•s rt'l' 
Jiln Chl.rh. (rr;,mO 1llf'· 
)l~lllih on ((•l(ockwi& .. , 

frmn I•: I'!) J\olidh•llt\ 
I'» .. IJ'ei:t~l~ll hiU!t" IIi'• 

~::uunli""'; Crt':f!: SiJ11!4, 
,~Ins llU!h!l'\'i~m·; Krll)' 
M~·Kmwl':r, d(·~·l"ic 

1,\nrtlcr ~mtf!s.; Kiduud 

Nm•nt1t11, ~'"''iuin;::; S1'•~ 
(;,u&lnuml, nu1rk1\lhlj.!;, 

~w'l K;.~~nrn \\'d11tl!!r1 

l'rmlnrli•JII, 

food inventory. supermarket operators 
<lEJn free up (;apltal for new !l;tt)l·es and 
modcnti~ation. With our inventory of 
more than $100 million consisting of 
26,000 prod11cls, we have !he buying 
power and varie·ty of the largest chains. 
These strengthfl provide our <.\lJ5tomers 

an important edge in the fiet·<:ely GOm
pc:::tJUve groc<~ry industry.*' 

As po1:1rt of its ~Xp.fmsion~ Mc.Ke~:;son 
service tru;rchandising is introduci11g 

the Valu-Star linf. (I( ptivate-label pt'Od· 
ucts, F>Ull"llog with h~ahh ttnd beauty 
aids, and i~ expanding il.s specialty 

foods lint~,. 

Armor All .Producls.~ rc~cord year 

1-.:llected the company's aggressive mar
keting strategy for its Arm"r All 
Protectant, the leading •utomotive 
prol<.•ctant prodllf.'t. 

Armor All bec.:Ami3 a pubJic c;c.lmpany 
la<t October wh<:n 16.7% of its share• 
wc:rc sold in an initial publif; offering. 
Ovel· the p~st five yea•·~, Armor All has 

>·ecorded a coo1pound g><owth rate of 
18% in mvenue and 28% in pl'ofit. 

Armo1· All continued to identify new 
tntle on the food bnsiness. Our penp!c mrnk.f;!s in fiscal 1987, focnJ$in~;: on the 
handle th~; ~election, wnr~housing, cli~.. c1utornalic carwa~h, tnarinc and indus-
play ~nd delivery of nonfood.s. hii:ll sf:.!gmenlt.; H& well as lnlern.3tional 
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"With McKt~j!IS(lt\ c:arrying the lh)tl- ma•·k,;tt~. "We also !;:i~lccessfully intTQ• 

d\Jced Clean StMt, our nt.::w cleaner 
product/' ~Ht~·s Jeffrey M. Sherman. 

Armor All president. "Clean Start is 

the first step in broadening our product 
line anclleASt::ning reliance: on Armo•· 
All Protectant, which holds an esti· 
ma:ted 90% marke.t sham." 

With sal•' oiT slightly to $17!! mil· 
lion, the Mc.Kesson Off.ce Products 
unit uperalc:d at a loss in 1\~e•l 1987. 

'~we~ve cnrnmitted conside1·ablc.~ 

resources to OL,AI" ofHce products open~~ 

tion, building fot· th~ long run~" says 
llubo;rt B. McMom:>w, division presi· 
dent. "We've expanded, relocated and 
modemitcd facilities, resulting in 
unused copacity because of the general 
slump in the industry. 

.. We~ve also invested in order .. entry 
compu1er systems. and are working on 

improving our inv11.:ntory management 
~hil~ sharpening t)\H" pricing strategies. 
We bdieve in the long-rongc potential 
of the business. and w~t're drawing on 
McKesson's distribution expertise to 
strengthen our ope>·otions." 

BOTTLED WATER UNIT 
SHOWS IMPRESSIVE GAINS 
Anothel' t'f:curd performance bx its 
Water division l·~d McKesson's 

llevet·ogc segment to a new high in 
profitability. 

"Fiscoll9!l7 was a gr~ot year for our 
water busirH:SI:l," notes Exccutiv~ Vice 

President of Operation~ Kt:mlt;th W. 
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8ottled we:ter ~i!!ifB.s lf0$8 8%, 

pt'Qfjts 17% to rg;c;:ord levsl!;i, 

teadtng Bt:tv&rage oper-ations 

to nevv profit high~ offsetting 

dcdine if' eon&urnption of 

Hicken; "an{l u good 

year for wir~e and 
vvine and spirits product~. 

"The P"ckage is 

nu:tdc: of plii.~tic and 

incorporates 1:1 rf':usable plastic noz

zle,'' Ndson says. •'The bottle ilsclf 
spirils, although thai indush·y ls i11 

a state of flux d~e. t<.1 chang)n~ <:on-

sumel' trends, the imp<H~t of I he decline 

of the dollar on imporf5 and eonsoli

darlon~ at the retail, distillenmd dis~ 

ll'iburor levds..'' 

McKesGon's Alhambra, C>'ystal and 

Sparklells br•nds of bottled W81cr, 

which make lht: divihionlht na(ion~s 

ka<ling supplier of 5-gailon hottlcd 

water1 Gerve over 500,000 residt"ntial 

l)nd commercial accounts in Callfol'ni8, 

Ariz~ma, Tex~5
 and Nevada. 

''Wirh growing empha5.i~ on pa<:k

a.ged water sales, we had 8 elowlh tate 

tJf rn()rc thari 20% in our l~ and 2.5-

gallon packages sold in relaiJ s.to:rcfi~ as 

wdlll5 impl'ovcrnenl in our Aqua-Vend 

wau.~r-vending 
hu$inetis,', ~ays Douglas 

E. Nclsm1:, W[.lt.cr divisjon fH'e~idenL 

Jn anotheJ· move aimed at capit~Ji~ing 

()U !he retail market aJ\d on 1hc b<1o111 

in 5eltzer pruducls, rhe Water divisioll 

Is. inhodt.H~irlg a unique .sehzel' p<Nkage 

thal could re::vo}ulionize the markec 

'fi• how'~ !b~· !ll"iHi
nt·t~ 

bi~ ('ll6h!lll<!l'll" ~·~tl) ftH\ 

ftm·id11 liqu~u· 6tu•'t· 

ttWlH~r }t•lin V>llt•l•ty 

(ri:ar, ~-••nt<:rl r••li.~
~:> Uti 

Mt:K~lll~<)tl Wh
1•~ lt 

:.:l1aki!.o~~' (;~\ud,
wi~:o~~. 

frt1IU fnmll ~h>~n·i.11 

'JuMl, IUI:rdlatuli>lin,l[!, 

~httnm MtJ)Il;
z_•UII"r~·, 

~oo·a"duur-• M
iili~· 

:Suildt>, ~IU!ltQ/I~I· >1~
1'\'• 

ice; Tim~ n~mil~
«r, 

it:~IIIIJittl~· Uj)
r'J'fttl•~llti; 

Bill i/lli'iiit, •kiVN', 011111 

~o~nr C.olllt~ilil
ll.n, 1t"'l1~~. 

1. 

remainf. :toealcd. retaining t~arbon~tion 

afler its initial use.1
' 

Revenues from wine and spirits' 

wholesale, import 8nd dorneslic pr()-

duction operations declined 7% to 

$776 million and opcroting profit fell 

7% to $29.ll million. 

McKcs-sn11 \Vine & Spirits continued 

concen~ratlng 
on s11·englhening its 

wholesale op(~l'alions in well developed 

mark•~ts, !:'ny~ R
obeJ"t S. Vis<=ount, 

president of the unit that !5ef\'C!i nearly 

40.000 custome,rs in JO slates. 

'
1The industry ha& ~etn continLJing 

drop$. in <=onsumpt.iou of spirits as a 

resoll of (!hanging lifest.yles/' he says. 

"There is also a gre1::1t deal of C(JOSolJda

tion liikiHg place and indq>t~ndcnt 

liquor .Sh)Je5 are l~;ing bough! out by 

chC:lin opcl'ation:-;,." 

In the face of softening lrends) 

lncreas.~d cor11petitio,l <:~nd a 5httJ'P 

dedjnc in the value of lhe dollar, wine 

.and spirits imports 

Rene .Junot wincs- 1 

Ballantine's scotch 

and Mount Gay 

'2 Rurn increa!Sed 

market ~h~l'e. 

BfVI::RAQIE

R£VI:NVI!S lin hilliun~l 

-----
--~ --·

········
-,-~----

--

l-1.2 

BEVERAGE--

0PIRAT1111G Pf\O~IT fin 11\i!li•llllll 

$1(J 

uwe consider win<~ and spirl1~ an 

excellent businc.ss ovel·all, with gof>d 

cash flow and~ high return vn invest

ment,, .SlJ)'S Field, adding: 

"We intend tube rhf. JeadJng factor 

in lht;. markets w~ serve. 

"Eve,·ylhing we do~ in ~very .seg .. 

ment we .serw.f i~ designed to build on 

McKes:>on's posiriun a!:' America.'~ lead· 

ing distributor of o>n.:s\lnu::::.r p.roduct8." 



SIX-YEAR HIGHLIGHTS 

REPORTING SEGMENTS (tlnllars In mliiiOJ'I.E) 
·---·------- ----···---~ ....... 
Y~are. ended M.tHch 31 1987 1986 )985 198{ 1983 1982 

----··~- ·······~~---···~·· 
Drug & Health C~re 
Revenue:s 

Dmg .& fiP.~hh C<'tre $4,774.4 $4.039.5 $2,818.0 $2,44.3.7 $2,)35.1 . $1,870.2 
l'CS 54.5 39.1 . 31.8 26.8 21.9 16.9 

Total 4,828.9 4,078.9 2,849,8 2,470.5 2,157.0 l,>l87.l . 
Petcent increase 18.4% 43.1% )5.4% 14.5% 14.3% 13.4% 

Operating Profit 
OrtJg & Heahh Care 103.3 101.0 67.1 59.4 6L2 54.8 
l'CS 16.6 10.1 66 _· 5.0 3.7 2.3 

Total 118.9 IlL! 7.3.7 64,4 64.9 57.1 
Percent increase 7.0% 50.7% 14.4% (0. ))% 13.7% 27.6% 
Peroent of reven\les 2.5% 2.7% ·2.6%' 2;6% 3.0% 3.0% 

Average capil.al ~mployedk 
Drug & Hcalih Care 639.9 >62.5 :!09.1 2)6.8 210.9 206.5 
PCS s:6 3.~ 4.0 2.8 2.3 ·0.7 

1b!al 649.5 565.8 313- J 219.6_ 213.2. 207.2 
Turnover 7.4 7.2 9.1 11.3 10.1 9.1 
.Retutl';~ 18.3% 19.6% 23-5% 29.3% 30.4% 27.6% 

· Capital expenditures 33.0 25.2 )6.:l 22.3. 21.4 17.6 

. General MlitrQhand4oe 
Revenu<:S 

Geherul Merchandi~Se 773.1 485.3 260.8 32.4 
Armor All 107.0 91.0 77.4 70.3 48.6 45.9 

To1al 880.1 576.3 338.2 102.7 48.6 45.9 
Percef'll incretwt: 62.7% 70.4% 229.3% llL3% 5.9% 1J.l% 

OJ>I.!:ra.ling PrnhL· 
General Merchandi~e 12.3 7.3_ 7.0 1.2 
ATmQr All 36.8 29.9 24.2 25.3 'u:s 10.3 ·. 

Total 48.1 37.2 31-2 26.5 Jl.5 10.3 
Percent inclease 29.3% 19.2% 17.7% 130.4% !l.7% 9.6% 
Percent of revenUt=~ s:s% 6.5% 9.2% 25.8% 23.7% 22.4% 

Average c~pital ~mployed.l 
General Merchandise 236.0 129.3 60.1 6.;l 
Armor All 111.0 55.7 52.3 33.0. 2.~.6 22.0 

To lui 281,0 185.0 112.4 39.3 23.6 22.0 
Tumovefl 3.1 3.1 3.0 2.6 2.1 2.1 
Return11 16.8% 20.1% 27.8% 67.1% 48.7% 46.8% 

Capital expenditUrt:!!i 11.5 19.8 2.8 0.2 0.1 0.1 

Bevat"age 
Revenues 

Wine & Spirits 775.7 832.8 8863 919.5 873.3 859.9 
Water 181.1 167.3 150.8 138.4 129.:! 115.5 

To1al 956.8 1,000 . .! 1,037.1 1,057.9 l,002.Q 975.4 
Percent in<:rt-;.tM (4.3)% (3.6)% (2.0)% 5.5% 2.8% 6.9% 

Opcmting Profit 
Wine & Spirils 29.8 32.0 31.3 28.3 31.3 32.) 
Water 34.:>! 29.:J. 24.4 21.3 14.7 18.2 

lOtul 64.0 61.3 55.7 49.6 46.0 50.3 
Percent increase 4.4%. HJ.I% 12.3% 7.8% (8.5)% 17.0% 
Percent of reve.nue:s 6.7% 6.1% 5.4% 1.7% 4.6% 5.2% 

Average <;apital employed1 

Wine & Spirib.i 80.7 90.1 96.6 97.6 95.3 96.7 
Wa~er 63.3 60.6 59.0 58.2 56.6 44.2 

Total 144.0 150.7 155.6 155.8 151.9 140.9 
1\l1'novel.2 6.6 6.6 6.7 6.8 6.6 6.9 
Rcturn:J 44.4% 40.7% 35.8% 31.8% 30.3% 35.7% 

C11pital e:J(penditure~ 20.3 17.7 15.9 17.9 20.8 22.3 

1 NeL li~IL'I i)f tl1t; T:rl'.:gm.;nt. 

2 Revemw~ divid~:cl by avc:rAJ:C: Cllpiljll ~~p!Qy4':d, 
3 Oper11~inr; ptofit divid1!"d by arerage capilaii!JJiplu:-e.J. 
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SIX-YEAR HIGHLIGHTS 

CONSOLIDATED OPERATION& (dQIIars &l'ld e.ho.ree in rnilliono except p(!:l' ~h11n~ amounl~) 
------·-

Y!!:11~ ended March :n 1987 1986 1985 1984 1983 1982 ---- -------~··---~~-

Revenues $6,971.6 $5,665.7 $4,236.7 $3,64.~.1 $3,224.6 $2,919:7 
Percent incre3se 17.8% 33.7% 16.3% I:J.O% 10.4% ll.2% 

Opcro.ting prOfit 231.0 209.6 160.6 )40.5 122.4 IJ7.7 
Per<:ent incrf';R.5e 10~2% 30.!;% H.3% 14.8% 4.0% 22.0% 
Pcrl:;'enl of rr::venucs 3.5% :t 7% 3.8% 3.9% 3.8% 4.0% 

Average c~pita.l employ~dl 1,300.0 1,125.7 847.9 858.9 870.3 79:).8 
Gros8 profit 979.2 880.9 705.8 606.4 533.4 487.2 

Percent of i'evenue:s 14.':1o/o 15.5% .16.7% 16.6% 16.5% 16.7% 
lntt:test expt:t!Se 44.4 4!.2 22.5 17.5 25.1 23.2 
Incoine· before taxes on income 172.9 144.0 120.7 107.0 9].8 92.2 

Percent incrt:~~.sc .:Z:0.1o/o 19.3% 12.8% 16.6% (0.4)% 31.5% 
Taxes On. income 76.4 69.9 ,,a_g 49.2 40.5 40.7 

Eff«:tive lu:x ride 44.2% 48.5% 48.3% 46.0% 44.1% 44.1%. 
lncom¢ after ta.Xt"...!S 

Continuing opendions 94.1 74.1 62.4 !;7.6 ou 51.5 
Percent increase 27.0% 18.8% 8.0% 12.7% (0.4)% 26.5% 

Net inconie 89.7 77.9 65.0 6K7 56.5 n.s 
Avera~e stockholders' eqllity 726,4 609.4 554.1 532.3 492.3 456.9 

Return" 13.0% 12.2°/.:~ 1).3% !0.9% )0.4% 11.3% 
Total divid~nds dt:dared 53.8 46.8 '13A. 42.5 40.3 35.8 
Divid~nd payout ratio 59.8% 60.1% 66.8% 61.9% 7).3% 4a.7% 
ru.Hy diluted earnings per common share:~ 

Continuing opera1ions 2.04 1.76 1.63 !.50 1.42 1.48 
l~rr.ent incff!.a!ie 15.9% 8.0% 8.7% 5.6% (4.1)% 29.8% 

DiscontinUed operations (.09) .08 .06 .26 .]3 .59 

CONSOLIDATED FINANCIAL POSITION 
-------------------

Customer rccciva_bl~s $ 523.5 s 461.3 s 323.3 s 281.2 $ 2.~1.5 $ 220.1 
Days of sale:s4 28.3 28.1 2'1.6 27.9 26.0 27.3 

Inventories-LIFO cost 733.8 663.0 484.8 361.5 -340.4 323.3 
Inventories~FIFO cost 901.1> 803.0 60].2 460.3 418.8 379.5 

Days of t.ales" 67.2 58.2 6].5 54.8 56.4 56.6 
Current s51';iel$ 1,461.0 1,262.9 92].7 739.8 670.7 620.4 
Current liabilitief> 951.6 808.1 595.5 526.3 438.0 404.2 
Working capiu~J 499.4 454.8 :)26.2 2!3.5 232.7 216.2 

Pcn;ent of n::venues4 7.Go/o 7.7% 7.7% 5.9% 7.2% 7.4% 
Pro~rty, plant and equipment- net 347.6 3:-J? .5 217.0 2(M).I 166.9 148.8 
Total assets 2,207.6 2,087.5 1,465.0 'l,:l25.6 1,269.4 1,2.}3.6 
.Total debt.~ 451.7 528.6 242.0 217.5 277.4 320.6 
Stockholders' equity 762.2 695.8 558.6 552.7 SlO.:l 48.1.5 

Capital employed' 1.311.3 1,317.8 677.6 830.2 845.5 845.3 
Ratio of debt to cnpital employ~d 34.4% 40.1% 27.6% 26.2% 32.8% 37.9% 

Fully diluted shares·\ 48.::>! 1.11-.o 40.9 41.2 39.2 '373 

Common sh.ares outsl.andinK1 42.6 41.0 36.0 35.7 33.4 :12.0 
Dividends per common aha~-~ 1.26 1.20 1.20 1.20 1.20 1.12 
Book \'Y.h.1e per cornmoli share] 17.73 16.74- 15.20 15.13 14.85 14.50 

l Con~i~•~ 1,1f loto'!llt·l~bl, d~f~rr~J l;aJte~ un int:orm~. mirJOt'ily intere~t in ~uh~iJial"i~ ;:~rl.J stockhuidOO"r~· l!c'jUhy. 

2 Baeed un int:ume (rum t:uutirluirlg upt:Jalklll~. 
3 Restated to reflect the two-for-one split of the comparw's common !Stock. 
4 A8!!Uttl~!l major acquisitiorts ot:curred at be:girming of ycato 
S Totll.l debt includes all intcrcr.1-bearing debl1U1d c.:~.pih:lli~J lease obli~1ionr,, 
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FINANCIAL REVIEW AND OUTLOOK 

The purpose of this finaru:ial Review anJ Outlook is ~o present 
Jnfonnatif)n that wiJl (lromole an •mderstanding o( M(~K~J:O~mn1s p:tsl 

perfootrnll.ncc and prospects. Forward looking information is ha$00 
on the compa11y's fit;.(s.l .19B8-1992 financi.al pl.an which was pre
p~red by McKes:son'a mflnag~rnem based upon a. sP.t of assumption~. 
Thcs~ indud~ continuation o{ inA.a:tiOill'ules at curr~nt levels ;.tnd 
a !:itahle t~ompctitive and regulatory envir6hn'u~nt in th~:: hu,.inesses 
i11 which the r:nmpan)' operatr.s. In addition, tl1e plun assumes 
no ~;ignifl~snt a.equisitiorl!:l or dive!:itiwres. Management has used 
its b~st estirnate.!'i and judgmet1ls in arriving ~~ these and olh~r 
assumptions Ufi<ed in the finandal plan and considers Lhcrn reB!ion
able in light of c1.1rrent information and knowtedge. However, ll!'i 

with any plan, actual results will depend ort future conditions and 
.are therefore inherently uncertain. 

Overt he five·yearporiod from fiscal 1982through 1987, McKes•on 
rr.:~:;tra~dUred itself from s. r.onglornerate to a business for.1..u;eci on 
t~c <listrihulioo of n wide variety or nondurable consumer products, 
Durir1g this p¢riod, the company diw;st~.td its food& and chenair~al 
businesses tbat represented 37% of rt~porled fiscal 1982 rcvenut:!:~, 
40% of ~pcrating profit ond 4 7% of the c•pitol employed. The><• 
divestitures ge:nenued proceeds of mor-e than 3425 million. 

During this s.ame period. the company invested almost $600 
·. million to acquire anrl exp.·md m:w dislribution companies. Tbese 

include(! wholesale drug di!oihibutorn. princip~tlly Sp<:(:tro and s .. p 
Drug, and the new service mercbandi!$ing and office products 
bu$inesse.~S. By 1987, 72% of i'elit!'mle~:;, 45% of operating profits 
al,d 59% of operati;~g urtit!>' average capital t:mploycd related to 
the drug dist.rih•Jti()n hlkllline~st!!;. Suh!Jt,uujally i.ill of McKessont.s 
capit~l is uow inVe!iled in distributicm-orienled ~clivities. 

fiscal 1987 was a 5Utcessful year on a nur~ber of counts. Earn
ings frorri continuing opera lions fur the year o( $2.04 per fully 
diluted share wen; 16% highet than in fi~>cal 1986. Per share eilrn~ 
ings included 22 C(!nta of special items, n;Aecting the gain from 
the initial public offering of PCS •lock which wos partially off•el 
by a 310 million contribution to tho McKesson Foundation. Ne1 
incon1e from continuing operations was up 27% to $94.1 million 
from $74.1 million in fiscal 1986. Rr.:turn on 3Vefage $tockholtltm;1 

equily wa• 13.0%, up from 12.2% in 6scal1986, while tho debt 
to capital ratio at y~flr end was red\n:t::d to :{4.4% from 40. J% at 
thr. ~ncl nfthe pttl:\'ious year. However, the fourth quartF.r re.!ilult~ 
Wt:i'C below e;ltpP.t..:t.atio.oii. 

Eamings per ~Shlll'e of 35 cents in the fmmh quarter were .::l cr;:nl~ 
ler.s than in the prior year period and abuul 9 cent~ below expected 
levels. 1'he shortfall woa primarily due to an i'ncreasc in c:nnt of 
Mles bt:t:uu:;;;.Q of ~iRni.ficant in<:reaiSe~ in pharmaceutical pri<lt:l:i in 
the final monlhl:i of the fiscal year and cr.rt~in generalmercbandi!:ie 
inventory wrhedowna. The comp~ny u.se$ the last-in, firat~Qu~ 
(UFO) mt;thod of inventory accmmti11g, which charg~~ th~ lliQJ;;~ 
retenl cost of merc;lumdi~;e poi'Chas;ed to c~ost of s~les. Conse~ 
quently, whel') price ini;:rell5f.$..()CGUr h"lle in the year, the rec(mted 
incrtal.'i~ in cosl of salt:~ cannot he recovered during th~ pP,riod by 
rail!iillg price;::!> to Cl)stomti'$. Although th~ tn·o ~!)COunting method 
~(hu.!es reported pl"(''fit, il benefits the compar1y by decn::a.sin~~; 
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income tit.Xes and thus presetving t!ash, The effccl of u~·'O it'l the 
years tduce adoption in fiscal1980 has b(lcn to n::duc~ incortJe 
taxef.l. by rno:re than $80 rnilHou, thereby providing non~int~rcst 
b~aring fund!"!. lo finaru~e the company's bus.ine.sse&. 
Revenue Growth 
Fi•Chll987 revenues increased $1 billion, or 17.8% to $6.7 billion. 
The t&h)e: below idemifles the components of revei.tuc growth: 

Years el'lded M.an:h 31 .1987 .!986 1985 1984 1983 

Exi$ting businesses 
Roal volume growlh 4.8% 6.8% 3.5% 5.0% 3.5'!'1> 
Price increases 4.8 4.4 4.8 5.4 6.9 

Growth from acquired 
buf>inesse.s 8.1 22.5 s.o 2.6 --..... 

lhl~tl rcvt:nue growth 17.8%33.7% 16.3% B.O% 10.4% 

The practice in the dia1ribution busiru:s.se.:s iM to pa.ss on to cus~ 
tomcn; price incre&$e'-' from suppli~rs. 

Revenue of the Drug & Heahh Care segfl'u::nt incrP.aaed 18% to 
$4.8 billion i01 fiscal 1987, Fiscal 1987 re,.;,nue• include approxi- · 
l'nately $1 bHlion in bulk sales of pharmaceutical p~uch. to reh\il 
drug chain warehouge!!l,, up 30~ from 1he prio1· year. Th~e bulk 
s:~1e& huvc ~lgnific~ntly lower' gross margin!~ than 1he c~otJ:tpany•!ii 
other salc$i, The t~venuri lnQre<!lse Was primarily· .attrlbut-.ble tO a· 
19% increa!iie in distribudon sal~ re~;1.dting from 9% real vol.ume. 
gr()wth (of whh:::h 4% w.ac;t. due to gruwlh ln bulk sales and 5% from 
o1her ~t~~les), 6% from price increases and 4% due to ~cquisltions; 

The 53% increase in General 'Men;:h.andise revenue in fiscal 
1987 lo $880 rniJlitJn Wtl5 due 10 a 97% rlsc in service mel'chandis
ing sales. The gain in service merchandising ws111 allribuuable to 
12% in real vulume growth and 2% in price im::reae:es, with the· 
balance due largely to the inclusion of a full year'.!-> performance of 
M.ass MeH:.handis~rl$, loc., acquired iu October 1985. . 

Revenue of the Be~n~ge segm~nt declim .. -d 4% to $957 million 
jn fiscal 1987. R.evenue of the bouletf water operations increased 
8% IO $]81 million •• a reouh of 4% real volume growth and a 4% 
price increas.t::. Offsetting the increase in bottled water was a rcve~ 
nu~:: decljhe io the wine and $pirit& businesses 'of 7% to $776 mil .. 
lion in fiscal 1987 •• a reouh of a 14% docline in real volume 
growth partially offset' by a 7% increase in ptiecs which l~duded 
the effect of .a )iquor exci!l'e lax incn.;!a$P. in October 1985 and 
higher cos!J:i of imports. 'fhe decline in real volume was due in · 
larse rneasure to the: suh:: af 5everal wine and spirit hou5c~ in the 
•coond half of fiscal 1986 and the impact of I he ~eo line in lhe U.S. 
doHar or~ lhc pric(:s of I he compa.t1y'~ impo.rtetj pmdutls. 

McKesson expec:tJ; ~ t;Qntinuation of aggregate: ~tnnmd revenue 
growth of )0% fr(lm the c"ist1ng husiru,..~~~':l dUring the 6nancial 
ph.H1 periud. Half of the growth a.ri~es fn.1m tmtltipated price 
incrf>..ases and ha.lffmm re~l volume. In tbe t.vcnt s<;:lmd price 
increases differ ftorn tho~ assumc::d, the CQmpany would expect 11 
conunemmr~t~ change in revenue grQwlh. Modest re\•tmue growth 
from acquisitiQn!'i is ex:peiJted·tO continue in e,ervi~e merchandising. 
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Operating Ptoflit and Ma..-gina 

Opera.tin~ p-rofit incre.ased iil each of the com puny's three Lu~incss 

segments in fiscal 1987. The 7% rise in operatir)g profit of the 

Drug & l-lc~lth Care ~egm~nt to $118.9 million was primal'ily 

aHributahle to a gu.in of $5.5 million to $15.6 million in the op~:.rai

ing profit of PCS. The $10.9 million ine.rea~e in the operating profit 

of 1he General Merchendis~ segment. to S48.1 miHion W-1.15 lh~ 

cc5uh of gairl!?. ill the servic~. merchanrlising h1Jsinef'5 rhu:: largdy 

tu a.ctJuisitions and a $5.9 million increase to $35.8 million from 

Armor All ProductzS. Th~~e g~ins were p~rti~lly offset .by int.lH:~a!;ir,;d 

loi>Stii in the offtoe products distribution bufliness rdated hi com

puteriuHion, teconfigun:~tion of fat;ilitl~s and eRsentislly nat sales. 

It is anticipated that several more yean; will be required to :reach 

an acceptable level of profitability in office products. Operaling 

proht of rh~;: Rev(!rage £>t;!'gn1ent innn:!:.used $2.7 miHion to 161.0 mil~ 

Jioo. Tht.: riat.:: wa!1 due to 8. gain of $4.9 million to $34.2 milhon 
in hgt!.lr;d walr,r oper.a.lion!.', o(fsP.t by l'! decbnP- of $2.2 miHion IQ 

$29.8 million in wJne and ~.>pirit5 rc~t~h~. 

The table below identifies the compQnt;mts of operalin(:{ mW"j!;ins: 

At. $ percent of eaii'Ja 1987 1986 1985 1984 1983 

Gross m\lrgin 14,7% 15.6% 16.7% 16.7% 16,6% 
Openw.ting .-:xpenac 11.9 )2.6 13.G 13.7 13.4 

Operating margin 2.8% 3.0% 3,1% 3.0% 3.2% 

The dec:Une in operblir1g margin relates to a st.tft in overall com~ 
pany sales mix to the wholMale drug operotions which have a 

}()"Wet' gross m41rgin than the: -comp.any1s other businesses and whi(:h 

h~ve cxp(;rienoed gr~s m~rgin dedine$. Tht!!i gros~; mttrgin of the 

whole!;ale drug operations dcdincd from 8.2% in 6~c.al19S6 to 

7.4o/o in f1!1tal 19B7. This rcsuhcd from competition for market 

share. and ~n incre:.se in bulk pharmaceutical s~tles to chain ware

house~:~ and ho~pital .sccounls, bQth of which arc al lower than nor

mal gross. mflrgins. The bottom lint <!ffed of tht:t gros!i margin 

decline h115 beQn par(i$lly offst:l by improved productivity which 

hi)$ t'edu<:ed opeTatlng expense .a:~ s percent of sale!:>. In th<:: wholr.

aale drug operation!>, operating expense a.s a percent of sales 

dedi ned f,om 5.R% in lisco!. 1986 to 5.3% in fiscal 1987. 
Overall operating margins are expectt:d to continue at about 3%. 

The dec)jtJc in .gr()$s mutgi:rH; is expe(;ted h) modera.h::, reHecth\g 
<:1 shift in 3ales mi~ to the service men~handising, Armor All and 

PCS bualnc~~s whit::h have highf.lr margin!.'. ln addition, antici

pated productivity improvements will continue to reduce the ope•·· 

ating expense ratio. 
Initial Public Offerings and Spacial Items 

In October 1986. the company'~ Armor All Pnx.lucls subsidiary 

issued 3.500,000 common shares to the public resulting in net 

pl'OCF.cds of $40.2 million and reducing McK~!:!~e.c:m1.!'1 ownership 

il"ikresl to 83.3%. Thi~ c~phaJ trunsactiot1 incr~a~ed C(lti$OJidav~d 

equity by S:i0.4 million, In November 1986, the company sold 

2,000,000 {:ommon sha-rP.!> of it~ PCS subsidiary to the public, 

reducing McKesson'.s OW'ner~hip inlett::sl to 86.2%. The uurnpomy 

n~ccivetl net after~hlX proceeds from the sale of SJ7 million, r~-;sult

ing in a $15.6 million after&tax g~in. 

At the time of the PCS stock sale, the company m:~de a $10 mil

lion special contribution to the McKesson Foundation, which par

ti"Hy offset the $23.1 milhon pretax gain recmded on the stOck 

!>ale. Th.:-: gflin on fhe l'CS stock sale and the special coritribution 

have beer~ classified as special item~ h~ the company1s finaOci.al 
st.atf:':ments. The ne.t effect of these. special items increased pretax. 
inr.mne by $13.1 million and net inc()me by $10.6 mill1on 1 o-r 22 
c,e:nt!') p(l.r share. 

Discontinued Operations 
0\lring fista.l 1987, McKf.)f.'ISQn $O)d jts Gh~mic.al busln~sses. Prior 

years' financial infonnation has been restated to jnclude the chem ... 

ical businessr.s in diacor'llinued Opc::ration!Pi. The fiscall98i $4.4 

rnillitm a.fter~tax lo~SS in di~continued operations included· after-tax · 

income of $2.3 million from operations and an after-tax loss of 

$6.7 millintl on dispol'iiticms. Approximalely half the Joss on dis· 

positions resulted from d~e sale of ahemical·operations ~fter·pro-vid .. 
ing for cleanup co&ts at certain storage ~nd dis.po5a} site!'j .and 

other ret.aiOed 1\abiH•ies. Also an additional provi!iiion was made 

for pott::nti.al m\lhi~mployet pension liahiliti«::s relating to the com

pany'~:> former dairy operations di,-ested in 6seall983. 

Capital Expendltur ... 

CapiHd expenditures by major businesses were a$ foll(lws: 

'Ve11re eiided Ma~.n:l• 31 (in millioM) 1987 1985-87 A:vg. · 

Wholesale Drug $27 $21 

Genernl Merehandis.e Distribution 8 JO 
Water 18 16 
Other 13 19 

'Iota I 166 $66 

Annual caplto~il exrw.ndit.urt;:t;; in the financial pl~i'l iU't: expeoted t~> 

!iub.stanlia1ly exceed the ~.tVf!!(age spending levelti bf the p!lSt rhree 
years. Pl.::ms indude the con.struclion of seven dist.dbutiot1 centers 

cQmbiojng V8rious drug, service m~rchandisin~:h office products 

.and wine and spirits distribution opemtiont>. These distribution cen~ 

ters will rat'lge il"l $lZe from about ISO;OOO squ-are feet to 600,000 

square kcl, and wi)J incorporat.-; ~tale-of-thcyf.Ul materials han• 

dling systems that are expected to $ignificantly improve productivity. 

A('tn~l fuh.IJ~ exp~::nditute levels will depemd on construction tim~ 

i.ng, rc~dlzed vohJme growlh and operating perfotmallce.. 

Operating Woi"king CapJta1 

The following table identifies year~cod (lperating working cl:lpit11l 
(tmrle ret::eiv.ahles plus LIFO inventory less tradt: payables) as a 

percent of sales. 
'----------- ,----- " ____ ,,_ 

'r'eon; ~:nt;lcd Mon;h 31 On millinnli) 1987 !985-87 Avg, 
------·---,-.. .,--~·~~·~--.-----
Wholesale Drug 8.2% 7.9% 

General Mcrchandi~e Dis~ributjon 17.0o/o 11.9% 

Wine &-Spiri1s Oistribulion 8,6% 8.7% 
Total Company 9.3% 9c2% 
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FINANCIAL fiEVIEW AND OUTLOOK (Cont.) 

At March 31~ 1987, McKesson's. imrestment in ope.r.atiog workh1g 
capit<ll wa~ $616 million, Or.w!nUing working capital as ;:~. percent 
of so11les is expected to dedine during the plan period as a result of 
improved receivabl~s management, greater inventory turnover and 
increasing LIF:O reserve 1 along with an increase in the rdative 
le\·el of llccount!:; payable. 

Cavhflow 

Casbftow before financing activitie!l, .t:~cquisitions and dive~litm:P.~ 
was as follows: 

Yem'); t~nd~d MaJch :n (in millinnG) 1987 1985-87 Avg. ------ 1-------=-
Cash from operations. before 

·wo-rking capital dumgr.s 
Working capital chung~.s 

Operating caShflow 
Capital expenditures-net 

Operating cllehflow after 
capital expenditures 

Dividend distributions 

Net 

$128 
(51) 

77 
(80) 

17 

(54) 

$ (37) 

$127 
(57) 

7(1 

(60) 

10 
(48) 

$(38) 

During the five-year plan period, operating c:ash~ow is expecttod 
to inr:roe:se due to high.~r Profits anQ lo~er i::mtlcipat~t.l wqrkinc, 
capital additi(!o.s. 'TheSe iaVtltable ca~hAows are e·x:pet!ted to be 
partially uffscl by higher capital expenditures. The resulting uper
atiOg cashtlow af~r Capifal eXpenJitu:n-..s is expected to ,._pproxi .. 
mate planned divl~Jcnd distribu.Lions du1·ing the plan period, 
Capltpllzatlon 

The company'$ ca)>itaH:ution al March 31 Jncluded the following: 

(ifl rnilho>na) 1987 1986 1985 

Short-term hQrrowings $ 15.1 $ S7.3 s 72.1 
Term debt 361.5 378.9 87.0 
Convertible debt 75.1 92.4 82.9 

Total debt 451.7 528.6 242.0 
D~;:ferred tnxes and 

mJn!l.rity iiltt:~.!:$1. 97.4 93.4 77.0 
S!l')<:kholdcn>' t'lquity~net 762.2 695.8 5~.6 
"-----~--··--

'IOu~l capill:llizalion $1.311.3 $1,3171! $877.6 

Uebt to capital r~tio at 
March 31 34.4% 40.1% 27.6% 

Av~ragc inlet'e:sl rate 
Short-term borrowings 7.2% 9.0% 10.2% 
Other debt 9.4 9.4 9.1 

ln fiscn.ll986, the company financf)"d its wholc~.uh:.~ drug acquif>i
tions by issuance of tem1 debt totalling apprnxinv1tely $250 miHiun 
which h~d the effect of rai~.iing the debt to capital ra:tio to 10% at 
March 31., 1986. The ratio decr~a~ed 3t Man::h 31, 1987) as a rl,':nuh 
of cashRow generated fmrn operations and djve~titures. 

Debt maturitie!.'i tlf $220 million during the pbn period and 
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planned share rcpurch~ses willre.quite new debt .amounting to 
approximately $300 million over lhe n~xt five years. These 
mquirements IJrl": expected to be met by arldition~lterm debt tmd 
short-1~rm borrowing!'i supporlt!d by the company\ $.180 lll)llion 
revolving hne of cn.:d1t, 
Stoekhold@rs" Equity 

At M1:1rch 31, 1987, there wen~ 120l000,000 shares oi' $2 par value 
t!ornmrm stock autlu)tized of which 1·2,515,487 Wf!re o\llstanding 
net of treasury shares. In October 1986, tht:: company's common 
stock was &plit two~ for-one. cff~cted In the form of a dividend. 

Fully dihlled sharel!i used in computing eatnings per e:h@r~ were 
48.2 million in fiscal 1987 r:omparr:xl with 44.5 million in h$csl 
1986. The increftse was due primarily to shares issued for the 
acquisition of MMJ in ol~tober 1985. 

The comp(:lny repurchaged 1.2 million common shares at an 
avemge price of S:il .90 per share jn fiscal 1<:187 and anti().ipa.te-s 
n::pt.Jrchase.s of 2.4 million shares in fts(;al 1988. The repurchat.es 
arc de..5igned to offset the effect of the i~suance of Rh;t~res through 
employee incentive pions including the company's sale to the 
McK•••nn Employee Stock Ownership Plan in fi•cal l9S7 of I mil
lion common shares for $30.2 mHlion, ~u1d convetosion of other 
securitieiS. The objective of the!ie repurch.!).ses is to reduce out· 
$taoding comr:nun sh.ues to appt'Oxjmatelv 41 million shares f.rott~ 
tho fiocoll987 yew:-ond level of 42.5 milliou. The company 
expects. fully diluted shares to average ~Jtpproximately 47 million 
~h1ues in fu;r;aJ '1988. 
Acquisitions 

A~::quif>itions in fiscal 1987 includt.:d 1wo service mercha.rldisJ1:1g 
businesses, MiUbrook Dislribmors 1 J:nc., and Carlstrom Foods, 
ln.,;,~ and two oLhP.r businesses for a Lotu.l of $2J;t3 million in c~sh. 
In fiscal 1986, the company acquire:! Spcclro Industries, Inc., and 
5-P Orug Co., Inc., for a total of $25-.~ million in cw;h, and MMs 
Mcrchandjsen 1 Inc .• for approximately 4 .. 2 million ~hares of the 
company's common ~tock then v.RJued at $96 million, Tht:t Spectro, 
S-P l)rug and MMJ •cquisitions resulted io ~oodwill ,,f $229 mil· 
lion which ii!i bc::ins: amortized over 40 years. 
P&r"'$i(Jn PlPns 
Substantially all full·time employee('; of tht cOmpany not covered 
by unit'm-nponsore-..i multiemployer plans ilrt! covered JUlfJer con•
pan)·~sponi>orcd defined bc;nefil retirement plans~ profit 5.haring 
im:entive plans and JUJ ESOP. Al Mu.n;h 31. 1987, the $181 million 
market value of the -ltssets of 1he defint:d benefil plan~ exceeded 
1he projected benefit obligation fQr l,iiJrvicef.l xendered to dale by 
$9.2 million. A total of 3.7 miJlion McKesson ahore~. or 8.7% 
of the :i!ihdreJS outstanding, were held for employees in lhe profit 
sh.aring and ESOP tru~ts 11l March ::H, 1987, 

BR001106 



lnc::ome T.a;xes 

The reconciliation between the company's effective. ta;JC rote on 
income from continuing operations and !he slatutory fr::deral 
int;ome tax nile is as follows; 

-·-·-·------~ 

Yc:a.M~ ended March 31 1987 1986 1985 

Statutory federal inconH-: 
lax rate 46.0% 46.0% 46.0% 

State and Jocallm!ome taxes 4.6 4.7 4.8 
Nondec.luctibl(: amortization 2.6 2.7 1.7 
Capital gains (2,9) (0.6) 0.1 
lTC and tax benefit leases (3.6) (3.1) (2.0) 
Other ····net (2.4) (1.2) (2.3) 

.Effective ta:x: rate 44.2% 48.5% 4<.!.:!% 

Th~ company's effective tax ra1e in fiscal 1987 benefited from 
the c:;apital g.!.tln on the s11le of !'itock of the PCS subsidiary. lmple
m~nt~tion of changes required by the T'*'x Reform Act of 1986 had 
no signifl~ant. irnpac~ on t}}e results for fiscal 1987 as the losM of 
the Investment T3x Credit was slightly more than offset by thti. 
favorable effect of the MW la\11 on lax bt!m::fit lease investments. 

The new tax act ie; ex-pected to 1'e$Ult in F.>Jightly lower rulute tax 
pa.ymenb a~ a pt,~n;!ent of pretax incotne as the rc:d\tction or eHmi· 
n-!ltilm of v~rioUs tax benefits I$ expeded 10 b~ more than offset by 
reductions in the sralutory tax ra.te. The cump.Jlny t:!lx:pects hs eff~
tivetnl< l'lde to decline holow 44% in fisca! 1988 ;md to be approxi· 
mately 41%.in fiscall989 and beyond based on the tiew tax law. 
Financial Objectives 
The company·~ principal finantJial Qbjectlves are discussed in the 

Leuer to Sharehuldem ~nd Employees and are detailed hcluw. 

!985-87 Finomcial 
Y('u:n; llnd«l Marr.h 31 1987 Avg. Objectives 

Gmwth ln El'lrniogs Per Share 16% 11% 10-12% 
Dividend Pay<mt RatiQ 511% 61% 60% 

Debt to Capital at Yeat· End 34% 34% 40% 

Return on Equily 13% 12% 15% 

If fiscall987 resulls are computed without lhe special items, 
the ~owth in earnings per share and relurn on P-qulty ratios for fis~ 
call987 are:~% and 12%, respectively, and the averag<:: ratiO$ for 
fiscal 1985-81. 1ne 1% and 1.2%, re!'tpet:tively. The plat) indh~alelS 
that lht.:" objecti,'es ~re c~pable of bein~;; uUained by fisf;all.990. 
Management·s R~!51ponsibt,ity 

McKesson Corp. is rcspc;m.?ihlc fur tht: pJ:eparation .;md 11ccumcy 
of the fina1lcial statements and othe:r infotm.cuion indudcd in this 
feport. The consolidated financial statemerlls from which thr.. 
accompanying ~ondE;:n!iied financial statements were derived have 
been prepared in conformity with gcnernlly nc~epted a.ccounting 
principles using, where appropriate, managenierlt's best estimates 
and judsment~, 

In meeting its re:!;pOliSibility for the reliability of 1he financi1d 
statements, the company depends On it.!i ('System of internal 

accounting controL The system is designed lo proVide reasonable 
assurance that assets are safet;uarded and thst t.ransactions. ace 
executed as aulhorized and are propt::rly recorded. The &)'Stem is. 
augmr;ntcd hy written policies lUtd proce(hJr.cs·and rr.onito~ed by 
an inlerna1 .audit department.·· 

The Board of Directors· review~ f.lle· hnam;ial' s.iatements iind 
reportiug pra.cticP..a of the compan)r through ·its Audit COmmiue·e, 
which is con1.pru;;ed ent.itely of directors _who are not officers Or 
employees of du; .CQmpany.,.'The·coinmitiee .me~ts regularly With'. the 
lnde~endent auditOrs, in!errial ~u~titO~ ~nd maJk.tge~erit to diSw 
cuss audit !!'>~ope and-results and to consider internal control and 

financial reporting mAtters. 6oth the ·independent &.tid Jnt~mal 
auditondmve unrestricted· acce~·g to t.he Audit Committee .. The 
entire Ho3.td of Dirr;CtoiR rr.vj~~$· the cQmpjlny's 'financial perfornt"' 
.ance· and financial plan.' . . 

~wP/ ~)14/J2 
Thomas W, F'ield, Jr. Alan Sr.elimfre\md 
PruGidr:nt and 

Chief Ext::~utlve Officer 
Executive Viet President 
and Chief FinandRI 6tlieet 

OPII\IIOI\I OF II\IDEPENOENT AUDIToR$ 

The Stockholders and Board of Direetom of MoKe•son Corporotion: 

We have examined, in accordauee wilh generally accepted audit
ing sta:ndards, the OOrt!iolidated financial st~temenl$ of MclCf:s&On 
Corpora1ion and subsidiaries as of Ma.rch 31, 19871 1986 and 
1985 and for the years then ended app!!:a~ring ir1 Appendix A to the 
proxy statement for the 1987 1.mnual meeting of MMk~o~d~tt; of the 
Cotp~ration (ru)l pre~tnted titrtln). JlJ t'IUJ" opinion dated May 22~ 
1987, also appearing in that proxy stateml!'nt. we expressed an un
qualified opinion on those consolidated financial statements. 

In our opinion, the infiJrmation ~;>t:;t forth in the acc.ompanylng 
c<mfJensed cou.!~olidated balance shcel:-!i as of March 31, 1987, 1986 
and 19H:5 and the related condensed stalemcnt5 of consolidated 
income Ht1d changes in t;onsolidated financial po!'ii:tion lOr the year~ 
then ended is fairly stated in all maktial respects in rdati:on lo lhe 
l:.QnsQiidMed fitJancial stalerru::nts from which it has bt>~n derived. 

San FnmciMco~ California 

May 22, 1987 
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CONDENSED STATEMENTS OF CONSOLIDATED INCOME 

(in milliom r.:a:c~pt per Ghare ari'Kit.mlsl 
-·-~- .,.,.~-----· --··-- -----

Ye~tnl !!nded Mar(:h 3l 1987 . .,., ____ ______ ,.,, . 
Revenues $6,671.6 

·------------··--·-----~------·-· " 
Costs and Expenses 6,511.8 .... ---···----------- """""" 

lneome aetoro Special Items and Taxes on Income 159,8 
Special ileml5* 13.1 -·----· ----~-- .... 
tneome Before Taxes on Income 112.9 
Taxes on income :16.4 ---.. ., ..... 
Income Before MJnority lnterast 96.6 
Minority intereJSI in n~t int;ome of subt:.idiarics (2.4) 
-~-······~ --·-···· --
Income After Taxes 

Continuing operations 94.1 
Dis1:Jtmlinu~d operations (4.41 ... --Nf!tlncome I 89,'1 

Eemlngt.J. Per Common Sh~re 
Fully diluoed e.arnings 

Cl)ntinulng ope~·o.uion£ $:1,04 
Discontin1.1t:ld operatioris (.09) -Total $1.95 

Primary earnings 
C(mtinuing operations . $2.1.7 
DiliiCOntinued operations (.10) 

Tolal $2.07 

Shares on WhiC'h Earning:& Par Common Shate Were Based 
Fully diluted 411.2 
Primary 43.1 

Note: hiot :r~mr~· llnaru;i{ll information ha11 been reslll!erllt:l n'!clude Lhe ..:ht:tni1;.1] ~li!iine&.&eG ill di!.cuotinul"..d OJ~!<tt~liOniL 
lnl'!nmt: Allor I<!IX01J. rtoth di.:~cnnlinll>'ld t;~pCr111ior,a. ill 1987 indudetr. 11 S3.6 milliun lal!l~ un th¢ Sllie Q( tilt dittmic;d hl.l.t>iOCI:i6~9.. 
"'1987 induJe.'l $2,1J.1 milli«:~n gl!in QJ') ad.l~ or PCS, Inc., $LOCk le!!e $10 mill inn ~pecilll l)(lnttibutiun \o lht: MeKr,li~O(I f'olmd~tion. 
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1986 1985 

$5,665.7 $4,236.7 

5,521.7 4,)}6.0 

144.0 120.7 

--
)44.0 120.7 
69.9 .58.3 

". 

74.1 62.4 

74.1 62.4 
3.8 2.~ 
---~---

$ 77.9 s 65 .. 0 

$!.76 $1.63 
.08 .06 -·--

$1.84 $1.69 

$1.88 $1.73 
,10 .07 

$1.98 SL80 

44.5 40 .. 9 
39,1 .~S.7 
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CONOIEI\ISEO CONSOLIDATED BALANCE SHEETS 

ASSETS 

Cash and short~lerm investments 
Receivahle!J 
lnven1ories 
Prepaid expen~;>ea 

ToLa..l t::urrer'llRSseta 

Net properlyj plttitl and equiPment. 
Goodwill and Other Intangibles 
Other assets 

Total 

LIABILITIES AND sTOcKHOlDERS" EQUITY 

AccoUnts and draft.s payahl~ 
Current portion of long .. Lerm debt 
Accrued Jlihilities 

Lang-tenn debt 

on income 

Net sto<:kh•old••rs'.equity ·---·-----.. ·--------
Tot~l 

-·"··-----

................ ____ 

___ .. 
1987 

-·-.. -·-· 

$ 47.7 
81::1.1 

733.8 
56.4 

-·~-. 

1.451.0 

347.5 

311.6 

97.5 

$2,207.6 

$ 701.2 

!'15.::1 
195.1 

951.6 

396.4 

84.5 

12.9 

762.2 

$2,207.6 

(in miHion5) 

1986 1985 

$ 44.6 $ 14.4 
517.1 368.0 
663.0 484.8 

38.2 24.5 

1.262.9 . 9~l. 7 
······---~----

337.5 247.0 
:Jl7.9 96.) 

169.2 200.2 

$2,087.5 !1,465.0 

3 584.2 s 469.0 
38.4 8.1 

185.5 118.4 

808.1 .195,.'; 
··---"""""" 

490.2 233.9 

93.4 77.0 

695.8 ssa:6 · 
$2,087.5 $1,46.5.0 
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COND.,NSED STATEM.,NTS OF CHANGES IN CONSOLIDATED FINANCIAL POSITION 

(in millio1Jh) 
··--····-·-· '' ............ --.----___,..,..,.~--~·- ·-.. -~--
Y~n;; ended March J.l 1!,187 1986 1985 

OperEttions 

Income after li.Ut:S fro111 contitn:dng open.dions $ 94.1 $ 74.1 $ 62.4 
hems not a.ffecling wQrking capital 

Depreciation and arnorlizntion 55.4 49.7 38.4 
Deferred taxes on Income (6~5) 1\.7 17.0 
After~tax gain Ol'l. sak of subsidiary s.tock (15.6) 
Other .9 (1.4) (0.5) 

Total frOm continuin~ op~r:tions before chn.ilges in·:;~;ki:~ capital 
~-- -----

1l!8.3 134.1 117.3 
--~~--~---- -·-· Decrea_se (lncrca~c) in operating workjng t:apita.l c~duding cash, 

short-term investments and borrowings (51.5) (68.2) (50.9) 
"-"" 

C:::.atlih prQvided from continuing operatlon5 76.8 65.9 66.4 __ .,... . .,.,_, 1---·---· --------
Discontinued Operatio"s (15.7) 19.4 17.() 

Oiv,dends Declated (53.6) (46.8) (4,~.3) ...... 
tn'Velllitments 

Capital expenditure~ (65.9) (76. 7) (56.6) 
Propertioa oold 5.9 9.4 4.0 
Acquisition of busine~ses, less cash and short-term investments acquired (~3.3) (335.8) (67.4) 
Prooer:ds frt')m fi.ft.le~ of discontinued operali':m~ 95.0 10.1 69.0 
Qthor 5.0 15.6 0.4 

Total 16.7 (377.4) (5o.6) 

Fin.Pnc>ing Ac:rthdties 

Proceeds from issuance of debt 39.2 269.3 96.0 
llopoymeot of debt (117.0) (~8.5) (72.4) 
Proceeds aftef .. tax from salt:/i!l.suAnce of subsidiary slock 57.1 
Capital stock transa<:tions 

lssuar~~e$ 48.4 ll7.2 26.0 
Conversion of debenture~ 17.3 0-6 0.8 
Treasury stock .acquired (37.1) (10.6) (23.7 
ESOP note and (29.0) ),) (17.9 

Toto! activities (21.1) 339.1 8.8 _, 
Increase (Oecrea~e) '" Cash and Short~'l'Drm lnvastmenta $ 3.1 $ 0.2 $ (1. 7 
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PART I 
ITEM 1. Business 

(a) General Development of Business 
During the year, McKesson Corporation (the "Company" or the "Registrant") reduced its ownership 

interest in •Is Armor All Products Corporation subsidiGry 10 83.3% and its PCS. Inc. subsidiary to 86.2% 
through in ilia! public offerings and sold its chemical busiMsses. Effective October 1, 1986, the Company's 
common stock was split twu.for-one. Previously reported financial information has been restated 10 
I:N>form to the Company's new business segment presentation, to give effect to the stock split. and to 
reflect the discontinuance of its chemical operations. Information concerning discontinued operations 
<Jppears in finoncral note 6, "Discontir•ued Operation$" on pages A-18 and A·19 ot this I' arm 10·K Annual 
Report. 

During H>e past fiscal year, there were no ether signifi(:ant developments with respect to !he business 
of the Company taker> as a whole. 

Developments which could be considered significant to individual segments of the busin~ss aro 
described under (c) "Narrative Description of Business" on pages 1 through 4 of this report. 

(b) Financial Information About Industry Segment$ 
Financial information for H>e three years ended March 31, 198"1 appears ·,n financial note 1~. "Seg· 

ments ol Busiricss." on pages A-25 and A-26 of !his Form 10-K Annual Report. 

(c) Narrative Description of Business 

( 1) Description of Segments of Business 
The principal segments of the Company's business are as follows: 

Drug & l·lealth Care 
GMeral Merchandise 
Beverage 

Drug & Health Care 

Products & Markets 

Wholesale Distribution of Drug & He,11!h Care Products-McKesson is the nation's largest distributor of 
ethical and proprietary drugs, tolletriGs and sundries. Its products are distributed to chain and independent 
drug stores and hospitals lhrougltout the Uniled States. Thrs business requires large inventories. Significant 
amounts of these inventories are financed by related payables. 

Using the name "Economos!" and a number of related service marks, the McKesson Drug Company 
has placed increased emphasis on its electronic order entry system and a wide range ol computerized 
asset managemenl services for drug retailers and hospitals. 

In t11e nortlteast area of the U.S .. the Company also does busines$ through two subsidiaries, Spectra 
Industries, Inc. and S-P Drug Co .. Inc. 

Pn•scriplion drug claims proces•·ing and rolatsd consulting s~>rvices-PCS, Inc. ("PCS"), a majority. 
owned subsidiary, processes paymenls of proscription drug claims submitted by participating member 
pharmacio~ on behalf of cuslomers who are covered by prescrip!ion drug benefit programs. PCS 
processes these claim$ on behalf of insurance companies or employers which underwrite the benefit plans. 
PCS has strong competition from similar processors and also from some fully integrated underwriters wl>o 
process their own claims. 

Voluntary Marketing Program-Vatu-Rite Pharmacies provides retail drug stores with a common 
markeling identity. group odvertising, purchasing programs and promotional merchandise. At year end 
8pproxirn•lely 2,700 stores were particip~ting in these voluntary programs. Similar programs are available 
to independent drug store> through other drug wholesalers. 

Home H"•o.lt/1 Care-Through Sunmark, Sci·O·Tech and AMBI Medical Management Syslern$, th~ 
Company supplies durable medical equipment to the health care industry and provides computerized 
billing servi(:~s to home 11ealth caro cquipmont dealers. 
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Computer Services. First A1d Producls and Veterinary Supply Oistnbution-3 PM is a supplier of 
computer systems and software for pharmacists, florists and other bus•nesses. Zcc Medical, Inc. is a 
distributor of first-aid products and supplies to industrial and commercial customers through a network of 
local distributors. McKesson Veterinary Services distributes animal health products to veterinarians. 

lnternatkma!-Through a wholly-owned nonconsolidated subsidiary company, McKesson has interests 
in companies engaged in lh~ dtstribution of pharmaceuticals, health and beauty atds and related products 
in Central and South America. 

Competition 

In every area ol operations, the Drug & Health Care segment fnces strong competition both as to price 
;-1110 sr--rvice frorn regional and local full~line. short-line and specialty wholesalers 1 service merchandisers, 
and lrom manutacturers engaged in direct diSiribu\ion. Allhough computerized services to drug stores are 
available frorn rnany of the segment's competitors, the range and scope of the segment's services have 
been a positive competitive factor in recent years . 

• 
General Merchandise 

Products & Markets 

The general mercl1andise segment includes service merchandising operations, office products distribu
tion operations and the Company's majority.owned subsidiary, Armor All Products Corporation. 

Service Merchandising~ The service merchandising business distributes hcallh and beauty aids and 
gerteral merchandise to supermarkets and drug and convenience stores. The distribution service provided 
normally includes review of Inventory levels and restocking of retail sales areas for customers. 

The three major service merchandising units are: 

Mass Merchandisers, Inc., headquartered in Harrison, Arkansas, is engaged in business princi
pally in the Midwest and South, 

Rawson Drug & Sundry Company, headquartered in San Leandro, Caltfornia, is engaged primarily 
in distribution to supHrnarkcts in Arizona, California, Idaho, Montana, Nevada, Oregon and 
Washington 

Millbrook Distributors, Inc., acquired in fiscal 1987, is headquartered in Leicester, Massachusetts 
and is engaged in business principally in the East. 

Office Products Distnbution-Through McKesson Office Products, t~te Company distributes ofl•ce and 
information processing supplies and furniture to office supply dealers lrorn 17 warehouses nationwide. 

Appearance-Proteclii;m Products-The Company is engaged through its majority-owned Armor All 
Products Corporation su!>sidiary in marketing branded consumer products primarily in the automotive 
aftermarket. Tho Company's prir1cipal product. 1\rrnor .All Protectant®, protects and beautifies natural and 
synthetic polymer materials. II is used primarily for the beautificatton ~nd protection of certain automobile 
surfaces. Armor All Protectant is mixed and packaged by contract packagers and marketed primarily 
through independent manufacturer's representatives !o large mass merchandise retailers. auto supply 
stores, hardware and home improvement centers and a variety of other outlets. 

Competition 

In the service merchandising and office products operations, the segtllent faces strong competition 
both as to price and service from regional and loc:at ~ervic:e merchandisers and specialty wholesalers 
McKesson Office Products laces strong competition from four larger wholesalers and many smaller local or 
region~! wholesalers. 
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Beverage 
Products & Markets 

Bottled and Vended Water-The Water Division is primarily engaged in the processing and sale of 
bottled drinking water in the metropolitan areas of Los Angeles, San Diego, San Francisco, Phoenix, Las 
Vegas, Dallas and Lubbock, Texas through its Sparkletts, Alhambra, and Crystal brands. The Water 
Division also sells and leases processed water dispensers and coolers. In addilion, under the Aqua-Vend 
trademark, it sells processed water through coin operated vending machines in California. Arizona, 
Nevada, Texas, Louisiana and Florida. 

Wholesale Wine & Spin)s Distribution-McKesson Wine & Spirits Co. is the largest wholesaler of wine 
~nd spirits in the United States. Sales are made to liquor stores, restaurants, bars and other establishments 
tram !he Company's distribution centers located in 10 states throughout the United States. Suppliers of 
wine and spirits to the Company's wholesale units vary from market lo market, as do the specific brands of 
the various suppliers. 

Importing, Marketing and Bott/ing-"21" Brands, Inc. and CBrlton Importing Company are importers 
and marketers of certain alcoholic beverages. Carlton Importing Co. imports and markets beer including St. 
Pauli Girl. Mohawk Liqueur Corporation also imports and markets alcoholic beverages and bottles J;~nd 
markets liqueurs, gin and vodka under the Mohawk label. Mohawk also bottles for other companies. The 
CompMy also owns international operations that blend and bottle liqueurs and other' products. 

Competition 
The Water Division faces competition in both pric~ and service in all its locations. The wholesale wine 

and spirits units are engaged in sales to retail outlets in local markets In vigorous competttion with a limtted 
nurnber of other wholesalers in each market. There is also vigorous competition among wholesalers to 
obtain distribution r'tghts from suppliers, particularly as to products which are market leaders. In many 
instances, distribution rights are terminable by the supplier on short notice. The supplier units of the 
segment are likewise met with intense competition throughout the United States from other suppliers 
engaged in sales to wholesalers on a national or regional basis. 

Operations of the wine and spirits industry are subject to extensive federal regulation and, by virtue of 
the 21st Amendment to the U.S. Constitution. extensive state regtJiation. Certain aspects of such regulation 
have recently been challenged in the courts or have been subject to legislative reconsideration. The 
Company currently is unable to predict the effects of any such possible changes in the laws and 
regulations on compelition within the industry. 

OthtN Information About the Business 
Customers-No material part of the business of any segment of tr1e Company is dependent upon a 

single or a very few c.:ustomers, the loss of any one of whiot1 wovld have a material adverse effect on the 
segment 

Environmental Legi$/Qt/on-As noted tn item 1 (a) above, the Cornpany sold its Chemical operations in 
fiscal year 1987. Those operations were affected by governmental regulations relating to protection of the 
environrnenf. In connection with the disposition of these operations, the Company retained responsibility tor 
certain environmental contingencies and has established reserves for them. lr'l view of these dispositions, 
lhe Company does not anticipate making substantial capital expenditures for environmental control facilities 
in tile future. The amount of capita! expenditures 1or environmental control facilities in fiscal 1987 was not 
materiaL 
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Employees. At March 31. 1981, the Company employed approximately 17,000 persono in its 
continuing operations. 

(d) Financial Information About Foreign and Domestic Operations and Export Sales 
The Company's International operations are described in Item 1 (c) (1) under the descriptions of the 

Drug & Health Care and the Beverage segments. Additional financial information regarding foreign 
investments appears in financial note 6, "Discontinued Operations", on pages A-18 and A-19 of this Form 
10¥ Annual Report. The foreign operations are not matenal to the Company's operations taken as a 
whole. 

ITEM 2. Properties 
Because of the nature of the Company's principal businesses, plant and warehousing facilities are 

operated in widely dispersed locations. Tho Company considers its operating properties to be in satisfac
tory condition and effectively utilized. 

The Company's distribution businesses are generally operated from warehouses located in the areas 
served. The warehouses are typically owned or leased on a long-term basis. 

Information as to lease commitments is included in financial note 8, "Lease Obligations" on pages 
A-20 and A-21 of this Form 10-K Annual Report. 

ITEM 3. Legal Proceedings 
In addition to commitments and obligations in the ordinary course of business, the Company is subject 

to various claims, other pending and possible legal actions for products liability and other damages, 
investigations relating to governmental laws and regulations, contingent liability under the Multiemployer 
Pension Plan Amendments Act of 1980, and other mailers arising out of the conduct of the Company's 
business. 

The Company has received various claims arld demands relating to the need for remedial actions to 
address environmental conditions alleged to exist at certain of the Company's facilities. and to the past use 
of vanous hazardous wasta storage and disposal sites. Claims have been made by the United States 
Er~vironmental Protection Agency under the Comprehensive Environmental Response Compensation and 
Liability Act ot 1980 (the "Superfund" law) for cleanup costs at certain storage and disposal sites, including 
a wood treatment facility formerly operated by Mass Merchandisers, Inc. ("MMI"), acquired by the 
Company in October 1985. Under an escrow agreement, up to 176,000 shares of the Company's common 
slack, otherwise deliverable to MMI's former shareholders, is available to compensate the Company for up 
to 40% of costs incurred by tha Company, in excess of $2 million, in the cleanup of the site. 

In November 1983, the Company sold C. F. Mueller Company, a pasta manufacturer, to CPC Interna
tional Inc. ("CPC"). In April 1985, CPC filed a complaint in the New York state court, socking general 
damages of $61,000,000 and additional punitive darnages claiming that the Company breached certain 
representations in the agreement. CPC also claims fraud and violations ol certain state and federal 
securities laws by the Company, its investment banker, and three other defendants who were employees of 
the Company and Mueller at the time of sale. During the fiscal year, an intermediate New York appellate 
court dismissed the securities law violation counts against the Company and all counts against the other 
delendants. The New York Court of Appeals has granted a hearing on the appellate courl's decision. Also 
during the fiscal year, a motion by CPC for summary judgment on certain issues was denied. Discovery is 
now scheduled to commence in tile litigation. 

All previously reported litigation arising from the 1983 Hawaiian milk products recall because ot alleged 
excessive levels of heptachlor has now been settled. 

In view of !he inherent d1ff1cu1ty in predicting the result ot litigation and governmental proceedings, the 
Cornpany cannot determine ·what the eventual outcome of such litigation and governmental proceedings 
will be. 1-towever, the Company believes, based on current knowledge and after consultation with its 
General Counsel, that ttle outcome of such litigation and proceedings will not have a material adverse 
effect on the Company's consolidated financial position or the results of its consolidated operations. 

ITEM 4. Submission of Matters to a Vote of Security Holders 
No matlers were submitted to a vote of security holders. through the solicitation of proxies or 

otherwise. during tho three months ended March 31, 1987. 
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EXECUTIVE OFFICERS OF THE REGISTRANT 

The following t<Jbk~ sets forth information concerning the executive officers of the Registrant as of 
June 3, 1987. The nurnber of yoars of .service with the Company Includes service with predecessor and 
(:lcquired companies. 

There a(e no family relalianships between any of the execulive officers; or directors of ihc Regis1rant. 
Tt1e executive officers are chosen annually to serve until the first meeting of the Board of Directors 
following the next annual nieeting of stockholden• and until their successors are ~lected and have qualified, 
or until death, resignation or removal, whichever is sooner. 

Nerl E. Harlan 

Thomas W, Field, ,Jr. 

Kerrnet11 C. Hicken . 

Rex R. Malson 

Alan St::tGicnfrcund 

John S, Wheaton 

Ror,nld C. Anderson 

Stanley A. Greenblail 

.Jarnes I. ,Johnston 

Marvin L. Krasnansky . , 

Position wl1h Aoglstra.nt 
~ ~.~ 6u$ir'le&& Ex~[!~ 

66 Chairman of the Board si,ce 1979 and a Director since 1974; Chief 
Executive Officer from February 1984 to July 1986: President from 
February to July 1984, Service with the Company-13 years. 

53 Chief Executive Officer since July 1986 and President ~nd ~ Direc
tor since ,luly 1984; Chief Operating Officer from July 1984 to July 
1986: President of American Stores Company from 1981 to July 
1984 and a Director from 1976 to J\rly 1984; President and Chief 
Executive Officer of Alpha Beta Company from 1976 to July 1984. 
Service with the Company-3 years. 

o8 Executive Vice F'resident Operations since November 1986, Vice 
President and President of McKesson Beverage Group from Octo
ber 1984 to November 1986; Executive Vice President, Beverage 
Group from 1983 to October 1984; Vice President and General 
Manager, Water Division from 1976 to 1983. Service with the 
Company 22 years, 

55 Executive Vice President Operations since November '1986; Vice 
President and President of McKesson Drug & Health Care Group 
from January 1984 to November 1986: Executive Vice President 
and General Manager, McKesson Drug Company from 1983 10 
1984; Senior Vice President, McKesson Drug & Health Care Group 
from 1981 to 1983, Service with the Company-·13 years. 

50 Executive Vice President and Chief Financial Officer since Novem
ber 1986: Vice President and Chief einancial Officer tram April 1984 
!o November 1986: Vice President, Finance from 1974 to 1984. 
Service with the Company- t2 years. 

58 Executive Vice President Administralion since November 1986; 
Vice President Planning and Analysis frorn 1974 to N()vernber 1986. 
Service wifh lhe Company-16 years 

~~ Vice President since April 1987 and President of McKesson Ser· 
vice Merchandising Division since April 1986. Senior marketing 
executive for Skaggs AlpM Beta rrorn 1984 to 1986 and Director of 
Marketing of lhe northern California division of Alpha Bela from 
1977 to '1984. Service wilh the Company-1 year 

44 Vice President Taxes since November 1984; Director of Taxes from 
September 1980 to November 1984. Service wilh tho (:()mpany-7 
year::;. 

60 Vice President Personnel since 1975. Service wrth the Cornpany-
15 years. 

57 Vice Presiden1 Corpomle Relations since 1979. Service with the 
Company--8 years. 
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Ivan D. Meyerson .. , , , , .. 

Nancy A. Mitior 

Garret A. Scholz . , , .. , , . 

~· 
42 

PosJtlo" wlt1'1 Aeglstrat'l:f 
and ausiness E.xperienee 

Vico President and General Counsel since January 1987; various 
positions within the Company's Law Department lrom 1978 through 
1986, inclut1ing Counsel, Senior Counsel, Assistant and Associate 
Gene,ml Counsel. Service with the Company-9 years. 

43 Staff Vice President since November 1986 and Corporate Ser;re
tary since 1980. Service with the Company-9 years. 

47 Vice President since November 1984 and Treasurer since 1981. 
Service with the Company-1~ years. 

Thomas B. Simone , , , , , . . . . . . 45 .Vice President since November 1984 and Controller since 1981. 
Service with the Company-13 years. 
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PART II 
ITEM s. Market tor the Registrant's Common Stock and .Related Stockholder Matters 
(a) Market Information 

The principal market on which the Company's common stock is traded is the New York Stock 
Exchange. High and low prices· for the common stock by quarter appears in financial note 15. "Quarterly 
Hnancial Information" on page A-28 orthis Form 10-K Annual Report. 

(b) Holders 
The approximate number of record holders of the Company's common stock as of March 31, 1981 

wa> 29.500. 

(c) Dividends 
Quarterly cash dividends of $.30 per share were declared in fiscal 1986 and for lhe firsl quarter of 

fiscal 1987. The quatlerly cash dividend was increased to $.32 per share effective the second quarter of 
fiscal 1987. 

ITEM 6. Selected Financial Data 
Selected financial data is shown on pages A-1 to A-5 of this Form 10-K Annual Report. 

ITEM 7. Management's Discussion and Analysie of Financial Condition and Results of Operations 
Management's discussion and analysis of financial condition and results of opera lions appears in the 

l'inanciat Review on pages A-6 to A-10 of this Form 10-K Annual Report. 

ITEM 8. Financial Statements and Supplementary Data 
Financial Statemenls and Suppternentary Data appear on pages A-12 to A-28 of this Form 10--K Annual 

Report. 

ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial 
Disclosure 

There have been no changes in the Company's independent auditors or disagreemenls with such 
auditors on accounting principles or prac1ic0s or financial statement disclosures. 

7 

BR001121 



PAAT Ill 
ITEM 10. Directors and Executive Officers of the Registrant 

Information with respect to Directors of the Company is incorporated by reference from the Regis· tranrs defii\itive proxy statement for its annual meeting of stockholders to be filed not later than t20 days atter March Jt, 1987 with the Securities and Exchange Commission pursuant to Regulation 14A (the "Proxy Statement"). Certain information relating to Executive Officers of the Company appears at pages 5 and 6 of this Form ·to-K Annual Report. 

ITEM 11. Executive Compensation 
lnformafron with respect to this item is incorporated by reference from the Proxy Statement. 

ITEM 12. Security Ownership of Certain Beneficial Owners and Management 
Information with respect to this item is incorporated by reference from the Proxy Statement 

ITEM 13. Certain Relationships and Related Transactions 
Information with respect to this item is incorporated by reference from Item 14 (a)-Consolidated Supplementary Financial Schedules-Schedule 11-Amounls Receivable from Related Panies and Underwriters. Promoters. and Employees (other than related parties). 

Information with respect to certain transactions with management is incorporated by reference from the Proxy Statement 
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PART IV 
ITEM 14, Exhibits, Financial Statement Schedules, and Reports em Form 8-K 
(a) Exhibits and Financial Statement Schedules: 

The following documents appear in Appendix A to this Form 10-K Annual Report and arc filed as a 
part hereof. 

Six-Year Highlights 
Financial Review 
Opinion of Independent Public Accountants 
Consolidated Financial Statements 

Statements of Consolidated Income tor the years ended March 31, 1987, 1986 and 1985 
Consolidated Balance Sheets. March 3t, t987, 1986 and 1985 
Statements of Consolidated Stockholders' Equity for the years ended March 31, 1987, 1986 

and 1985 
Statements of Changes in Consolidated Financial Position for the years ended March 31, 

1987, 1986 and 1985 
Financial Notes 

Consolidated Supplementary Financial Schedules 

II Amounts Receivable from Related Parties and Underwriters, 
Promoters, and Employees (other than related parties) 

VIII Valuation and Qualifying Accounts 
IX Short-term Borrowings 
X Supplementary Income Statement Information 

Schedules not included herein have been omitted because of the absence ot conditions under 
which they are required or because the required information, where material, is shown in the 
financial statements, financial notes or supplementary financial information. 

The Exhibillndex on pages B-1 through B-3 of this Form 10-K Annual Report lists the exhibits 
that are filed as part of this report. 

(b) Reports on Form 8·K: 
There were no reports on Form 8-K filed during the quarter ended March 3f, 1987. 
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SIGNATURES 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 

Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
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McKESSON CORPORATION 
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(a) Principal Executive Olllcers: 
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(d) Directors: 
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SIX-YEAR HIGHLIGHTS 

CONSOLIDATED OPERATIONS 

Y~.ars Ended March :H 
1987 1986 1985 1984 1983 1982 

{dollars atld sl"'ares in millions exc0pl per share amounts) 

Revenues '"'''' $M716 $5,665.7 $4.236.7 $3,643.1 $3,224.6 $2,919.7 
Percent increat~e ... 17.8% 33.7% 16.3% 13.0% 10.4% 11.2% 

Operating profit 231.0 209.6 160.6 140.5 122.4 117.7 
Percent increase ... '"'' " .... 10.2% 30.5% 14.3%1 14.8% 4.0% 22.0% 
Percent of revenues . 3.5% 3.7% 3.8% 3.9%. 3.8% ·1.0% 

Average capital employed(\) 1.300.0 1,125.7 847.9 8589 870.3 793.8 
Gross profit ....... ". ''' '' '' 979.2 880.9 705.8 606.4 533.4 487.2 

Percent of revenues 14.7% 15,5% 16.7% 16.6% 16.5% 16.7% 
Interest expense ' .. ''" 44.~ 4t2 22.5 17.5 25.1 23.2 
Income before taxes on income .. 172.9 144.0 120.7 107.0 91.8 92.2 

Percent increase ..... 20.1% 19.3% 12.8% f6.6% (0.4)% 31.5% 
Taxes on income .... 76.4 69.9 58.3 49.2 40.5 40.7 

Effective tax rate 44.2% 48.5% 48.3% 46.0% 44.1% 44.1% 
Income after taxes-continuing 

operations .. 94.1 74.1 62.4 57.8 51,3 51.5 
Percent increase .. '''.''.'' 27.0% 18.8% 8.0% 12.7% (0.4)% 26.5% 

Net income. ... '' ''' 89.7 77.9 65.0 68.7 56.5 735 
Average stockholders' equity ..... 726.4 6094 554.1 532.3 492.3 456.9 

Ro1Urn(2) ... .. '' .. '. 13.0% 12.2% 11.3% 10.9% t0.4% 11.3% 
Total drvidends declared 53.6 46.8 43.4 42.5 40.3 35.8 
Dividend payout ralio(3) . 59.8% 60.1% 66.8% 61.9% 71.3% 48.7% 
r-ully diluled earnings per common sh•re(4) 

Continuing operations ......... , 2.04 1.76 1.63 1.50 1.42 1.48 
Percent increase . .. '.' '''. '' 15.9% 8.0% 8.7% 5.6% (4.1)% 29.8% 

Discontrnued operations .......... (.09) .08 06 .26 .13 .59 ...................... __ 
(1) Consists of t01al deb1, deferred taxes on income, minority interest in subsidiaries and stockholders' equity. 
(2) Based on income from continuing opera1ions. 

(3) BasM on net ·mcome. 

(4) Restated to retlec1 the two-for-one spli1 of the Cornpuny's common stock. 
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SIX-YEAR HIGHLIGHTS 

CONSOLIDATED FINANCIAL POSITION 

Yeari!i Ended March 31 
1967 1966 1965 1964 1963 1982 

(dollars and l!ihar~s in milhons el!:cept per share ·amounts) 

Customer receivables ................. , 
Days of sales( I) ..................... . 

Inventories-LIFO cost ................ . 
Inventories-FIFO cost 

Days of sales(l) ............. . 
Current assets .................. . 
Current liabilities ................... . 
Working capital 

Percent of revenues( 1) . 
Property. plant and equipment-net 
Total assets .......................... . 
Tot~l debt(2) ...................... . 
Stockholders' equity . 
Capital employed(3) 

Ratio of debt to capital employed 
Fully diluted $hares(4) ................ .. 
Common shares outstanding(4) ..... . 
Dividends per common share(4) .. . 
Book value per common share(4) .. 

$ 523.5 
28.3 

7338 
901.5 

57.2 
1,451.0 

951.6 
499.4 

7.5% 
347.5 

2,207.6 
451.7 

762.2 
1,311.3 

34.4% 
48.2 
42.5 
1.26 

17.73 

$ 461.3 
28.1 

663.0 
803.0 
582 

1,?.62.9 
808.1 
454.8 

7.7% 
337.5 

2,087.5 
528.6 
695.8 

1,317.8 
40.1% 
44.5 
41,0 
1.20 

16.74 

(1) Assume$ major acquisitions occurred at beginning of year. 

$ 323.3 
27.6 

484.8 
601.2 
61.5 

921.7 
595.5 
326.2 

7.7% 
247.0 

1,465.0 
242.0 
558.6 
877.6 

27.6()/u 
40.9 
36.0 
120 

15.20 

$ 281.2 
27.9 

361.5 
460.3 

54.8 
739.8 
526.3 
213.5 

5.9% 
200.1 

1,325.6 
217.5 
552.7 
830.2 

26.2% 

412 
35.7 
1.20 

15.13 

(2) Total debt incluoes all interesl·bearing debt and capitalized tease obligations. 

$ 231.5 
26.0 

340.4 
418.8 
56.4 

670.7 
438.0 
232.7 

7.2% 
166.9 

1,269.4 
277.4 
510.3 
845.5 

32.8% 
39.2 
33.4 
1.20 

14.85 

$ 220.1 
27.3 

323.3 
379.5 
56.6 

620.4 
404.2 
216.2 

7,4°/o 

148.8 
1.233.6 

320.6 
481,5 
845.3 
37.9% 
37.3 
32.0 
1.12 

14.50 

(3) Consists of total debt. deferred taxes on income, minority interest in s'ubsidiaries and stockholders' equity. 

(4) Restated to reflect the two-for-one split of the CompMy's comm<m stock. 
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' 
SIX-YEAR HIGHLIGHTS 

DRUG & HEALTH CARE SEGMENT 
Years Ended March 31 

198? 1986 1985 1984 ~- ~ - -(dollars. in millions) 
Distribution 

Revenues ' ..... ' ... '' '''.'' .. ' ... $4,774.4 $4,039.5 $2,818.0 $2,443.7 $2,135.1 $1,870.2 
Percent increase .. 18.2% 43.3% 15.3% ' 14.5% 14.2% 13.3% 

Operating profit ...................... 103.3 101.0 67.1 59.4 61.2 54.8 
Percent increase .. " . " " . . ' . 2.3% 50.5% 13.0% (2.9)% 11.7% 29.6% 
Percent of revenues . ".'''' '' '.' 2.2% 2.5Q/o 2.4% 2.4% 2.9% 2.9% 

Average capital employed(!) '. ' ... 639.9 562.5 309.1 216.8 210.9 206.5 
T urnover(2) . ''' '' .... 7.5 7.2 9,1 11.3 10.1 9.1 
Return(3) ............. 16.1% 18.0% 21,7% 27.4% 29.0% 26.5% 

PCS 
Revenues .. ' ....... ' .. 54.5 39.4 31.8 26.8 21.9 16.9 

Percent increase ....... 38.3% 23.9% 18.7% 22.4% 29.6% 27.1% 
Operating profit ..... '' .. '. '' '.'.' .... 15.6 10.1 6.6 5.0' 3.7 2.3 

Percent increase .. .... ' .... 54.5% 53.0% 32.0% 35.1% 60,9% 35.3% 
Percent of revenues .. , ... , , ... , .. 28.6% 25.6% 20.8% 18.7% 16.9% 13.6% 

Average capital employed(!) . '''' .... ' 9.6 3.3 4.0 2.8 2.3 0.7 
Turnover(2) ..... , , ........ , . 5.7 11.9 8.0 9.6 9.5 24.1 
Return(3) .. ''.'' ' .. '' . '''' .. ' .. '''. 162.5% 306.1% 165.0% 178,6% 160.9% 328.6% 

Total Drug & Health Care 
Revenues ''' ... . '.'' '' '' ''' '. 4.828.9 4,078.9 2,849.8 2.470.5 2,157.0 1,887.1 

Percent increase . , ...... , , ... , . , . , . , 18.4% 43,1% 15.4% 14,5% 14.3% 13.4% 
Operating prof" '.'. '. '' .... ''.' ... '.' 118,9 1111 73.7 64.4 64.9 57.1 
· Percent increase . , , ... , ...... 7.0% 50.7% 14.4% (0. 1)% 13.7% 27.6% 
Percent of revenues '' '' .... ' ... 25% 2.7% 2.6% 2.6% 3.0% 3.0% 

Average capital employed(1) 849.5 565.8 313.1 2196 213.2 207.2 
l'urnover(2) , , ..... , .. , . , .... 7.4 7.2 .9.1 11.3 10.1 9,1 
Return(3) , , , , .. , . , . 18.3% 19.6% 23.5% 29.3% 30.4% 27.6% 

LIFO reserve provision , , . , . , , , , . , , , . , . 280 21.7 16.9 16.6 20.7 19.9 
Capital expenditures . , . .. ''' " 33.0 25.2 16.3 22.3 21.4 17.6 
Depreciation ... , .... 11.9 13.8 11.2 8.0 6.2 4.8 
Amortization of goodwill ... , . . '".'' .. 8.8 7.3 3.2 1.4 0.9 1.0 

(1) Net assets of the segment. 

(2) Revenues divided by average capital employed. 

(3) Operating profit divided by average capllal employed. 

A-S 
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SIX·YEAA HIGHLIGHTS 

GENERAL MERCHANDISE SEGMENT 

Distribution 
Revenues .. . .. .. . . . . .. ............ . 

Percent increase ................... . 
Operating profit .. . .. ............. .. 

Percent Increase . . . . . . . . . . . . ...... . 
Percent of revenues ............... . 

Average capital employed( I) ......... . 
Turnover(2) ........................ . 
Return(3) . . . . . . . .. .. . . . . . .. . . . . 

Armor All 
Revenues . . . . . . . . . . . . . . . .......... . 

Percent increase ................. . 
Operating profit ..................... . 

Percent increase ................... . 
Percent of revenues ................ . 

Average capital employed( I) ......... . 
Turnover(2) ........................ . 
Rcturn(8) ...................... · .... . 

Total General Merchandise 
Revenues ........................... . 
·Percent increase .... · ............... . 
Operating profit ..................... . 
Percent' increase .. ' ... · .............. . 
Percent of revenues ............... . 

Average capiUil employed(1) ......... . 
Turnover(2) ......................... . 
Roturn(3) ............ · ....... . 

LIFO reserve provision ............... . 
Capital expenditures ... , ....... . 
Depreciation . . . . . . . .............. . 
Amortization of goodwill .............. . 

(1) Net assets of the segment. 

773.1 
59.3% 
12.3 
68.5% 

1.6% 
236.0 

3.3 
5.2% 

107.0 
17.6% 
35.8 
19.7% 
33.5% 
51.0 

2.1 
70.2% 

880.1 
52.7% 
48.1 
29.3%. 
5.5% 

287.0 
3.1 

16.8% 
1J 
8.5 
96 
2.9 

(2) Revenues divided by ~verage capital employed. 

(3) Operating profit divided by average capital employed. 

A·4 

485.3 
86.1% 
7.3 
4.3% 
1.5% 

129.3 
3.8 
5.6% 

91.0 
17.6% 
29.9 
23.6% 
32.9% 
55.7 

1.6 
53.7% 

576.3 
70.4% 
37.2 
19.2% 
6.5% 

185.0 
3.1 

20.1% 
0.8 

19.8 
4.6 
2.1 

Years Ended Mtitrr.::h 31 
1965 1994 
(dOllars in mNiions) 

260.8 
704.9% 

7.0 
483.3% 

2.7% 
60.1 
4.3 

11.6% 

77.4 
10.1% 
24.2 
(4.3)% 
31.3% 
5?..3 

1.5 
46.3% 

338.2 
229.3% 

31.2 
17.7% 
92% 

112.4 
3.0 

27.8% 
0.4 
?.B 
1.3 
2.3 

32.4 

1.2 

3.7% 
6.3 
5.1 

19.0% 

70.3 
44.7% 
25.3 

120.0% 
36.0% 
33.0 
2.! 

76.7% 

102.7 
111.3% 

26.5 
130.4% 
25.8% 
39.3 
2.6 

67.4% 

0.2 
0.2 
1.4 

48.6 
5.9% 

11.5 
11.7% 
237% 
23.6 

2.1 
48.7% 

4M 
5.9% 

11.5 
11.7% 
23.7% 
23.6 

2.1 
48.7% 

0.1 
0.1 
0.9 

45.9 
, 1.1% 
10.3 
9.6% 

22,4% 
22.0 

2.1 
46.8% 

45.9 
11.1% 
10.3 
9.6% 

22.4% 
22.0 

2.1 
46.8% 

0.1 
0.2 
0.8 
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SIX-YEAR HIGHLIGHTS 

BEVERAGE SEGMENT 
Years Ended March 31 

Wine & Spirits 
Revenues . . . . . . . . . . . . . . . . . . ........ $ Porcent increase ...... · ....... . 
Operating profit ..................... . 

Percent increase ............ . 
Percent of revenues ............ . 

Average capital ernployed(1) ........ . 
T umover(2) . . . . ............... . 
Aeturn(3) ..................... . 

W<~ter 
Revenues .. . ......... . 
Percent increase ................... . Operating profit .. , ............. . 
Percent increase ................... . 
Percent of revenues ............... .. Average capital employed(!) ......... . 
Turnover(2) ..... •. .. .. . . . . . . . .... , . 
Ae!Uin(3) ............ : ............ , Total Beverage 

Revenues ....................... . 
Percent increase .......... · ........ .. Operating profil . . . . . . . . . . , ........ . 
Percent Increase . . . . . . . . . . ........ . 
Percent of revenues ........ . 

Average capital ernployed(1) ......... . Turnover(2) . .. . . . .. ........... . 
Aeturn(3) . . . . . . . . . . . . . . . . ...... . LIFO reserve provision . . . . . . . . . . ... . Capital expend~ures . . . . . . .......... . Depreciation . . . . . ................. . Arnonization of goodwill . . ....... . 

(1) Net assets of the segment. 

1985 1984 
(dollars in millions} 

775.7 $ 
(6.9)% 

29.8 
(6.9)% 
3.8% 

832.8 $ 886.3 $ 
(6.0)% · (J.6)11o 
32.0 31.3 
2.2% 10.6% 

. 3.8% 3.5% 
80.7 
9.6 

36.9% 

90.1 96.6 
92 92 

35.5% 32.4% 

11.!1 '1 
8.2% 

34.2 
16.7% 
18.9% 
63.3 
2.9 

54.0% 

167.3 
11.0% 
29.3 
201% 

. 17.5% 
60.6 
2.8 

48.3% 

956.8 . 1,000.1 
(4.3)% (3.6)% 
64.0 61,3 
4.4% 10.1% 
6.7% 6.1% 

144.0 150.7 
6.6 6.6 

44.4% 40.7% 
2.0 1.1 

20.3 17.7 
14.7 14.1 
0.7 0.9 

15D.8 
9,0% 

24.4 
14.6% 
16.2%. 
59.0 
2.6 

41.4% 

1,037.1 
(2.0)% 

55.7 
12.3% 
. 5.4% 

155.6 
6..7 

358% 
(0.6) 
15.9 
13.9 
0.9 

919.5 $ 
5.3% 

. 28.3 
(9.6)% 
3.1% 

97.6 
94 

29.0% 

138.4 
7.0% 

21.3 
44.9% 
15.4% 
58.2 
2.4 

36.6% 

1,057.9 
5.5% 

49.6 
7.8% 
4.7% 

155.8 
6.8 

31.8% 
Q,3 

179 
12.9 
0.7 

(2) Revenues divided by average capital employed. 
(3) Operating profit divided by average capital employed. 

A-5 

873.3 
1.6% 

31.3 
(2.5)% 
3.6% 

95.3 
9.2 

32.8% 

'129.3 
11.9% 
14.7 

(19.2)% 
11.4% 
56.6 
23 

26.0% 

1,002.6 
2.8% 

46.0 
(8.5)% 
4.6% 

151.9 
6.6 

30.3% 
1.5 

208 
11.9 
0.3 

$ 859.9 
1.1% 

32.1 
1.2% 
3.7% 

96.7 
8,9 

33.2% 

115.5 . 
21.3% 

'18.2 
9.0% 

158% 
44.2 
2.6 

41.2% 

975.4 
6.9% 

50.3 
17:0% 
5.2% 

140.9 
6.9 

35.7% 
4.5 

223 
9.7 
0.2 
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FINANCIAL REVIEW . 

Over the live-year period lrom tiscal 1982 through 1987, McKesson restructured itsell from a conglomerate 
to a business focused on the. distribution of a wide variety of nondurable consumer products. During this 
period, the Company divested its foods and chemical businesses that represented 37% of reported fiscal 
1982 revenues, 40% of operating profit, and 47% of the capital employed. These divestitures generated 
proceeds of more than $425 million. 

During this same period, the Company invested almost $600 million to acquire and expand new distribution 
companies. These included wholesale drug distributors, principally Spectra and S-P Drug, and the new· 
Service Merchandising and Office .Products businesses. By t987, 72% of revenues, 45% of operating 
profits, and 59% of operating units' average capital related to the drug distribution businesses. 
Substantially all o! McKesson's capital is now invested In distribution oriented activities. 

Fiscal 1987 wa·s a successful year on a number of counts. Earnings from continuing operations for the year 
of $2.04 per fully diluted share were 16% higher than in fiscal 1986. Per share earnings included 22 cents 
of •pecial items, reflecting the gain from the initial public offering of PCS stock which was partially offset by 
a $10 million contribution to the McKesson Foundation. Net income from continuing operations was up 27% 
to $94.1 million frorn $74.1 million in fiscal 1986. Return on average stockholders' equity was 13.0%, up 
from t2.2% in fiscal 1986, while the d.ebt to caphal railo at year-end was reduced to 34.4% from 40.t% al 
the end of the, previous year. However, the .fourth qua~ter results were ·below expectations. 

Earnings per. share of 35 cents in the fourth quarter were 3 cents less than in the prior year period and 
about 9 cents below expected levels. The shortfall was primarily due to an increase in cost of sales 
because of signilicant rises in pharmaceutical prices in the final months of lhe fiscal year an(j certain 
general merchandise inventory writedowns. The· Company uses the last-in, first-out (LIFO) method of 
inventory accounting. which charges the most recent cost of merchandise purchased to cost of sales. 
Consequently, when price increases occur late in the year, the recorded increase in cost of sales cannot 
be recovered during the period by raising prices to customers. Although the LIFO accounling method 
reduces reported profit, it benefits the. Company by decreasing income taxes and thus preserving cash .. 
The effect of LIFO in .the years since adoption has been to reduce Income taxes by more than $80 million, 
thereby providing non-interest bearing funds to finance the business. 

Rf;lvenue Growth 
F1scal 1987 revenues increased $1 billion, or 17.8% to $6.7 billion. The following table iden!Hies the 
components of revenue growth: 

Years Ended- March 31 

~z 1986 1985 1984 
Existing businesses 

Real volume growth .. . . . . '.' ' .. '' .. 4.9% 6.8"/o 3.5% 5.0% 
Price increases ... . . . . . . . . 4.8 4.4 4.8 5A 

Growth from acquired businesses ...... 8.1 22.5 8.0 2.6 
T Olal revenue growth ... 17.8% 33.7% 16.3% 13.0% 

1963 

3.5% 
6.9 

10.4% -
The praclice in the distribution businesses is to pass on to customers price increases from suppliers. This, 
coupled with the use of the LIFO accounting method, results in inflation having little impact on the 
Company's net income. 

Revenue of the Drug & Health Care segment increased 18% to $4.8 billion in fiscal 1987. Fiscal 1987 
revenues include approximately $1 billion in bulk sales of pharmaceutical products to retail drug chain 
warehouses, up 30% from the prior year. These bulk sales have significantly lower gross margins than the 
Company's other sales. The revenue increase was primarily attributable to a t9% increase in wholesale 
drug sales resulting from 9% real volume growth (of which 4% was due to growth in butk sales and 5% 
from other sales), 6% from price increases and 4% due to acquisitions. 

The 53% increase in General Merchandise revenue in !iscal 1987 to $880 million was due to a 97% rise in 
service m~rchandising sales. The gain in service merchandising was attributable to 12% in real volume 
growth and 2% in price increases, with the balance due largely to the inclusion of a full year's 
performance of Mass Merchandisers, Inc., acquired in October 1985. 
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Revenue of !he Beverage segmen! declined 4.% !o $957 million in fiscal 1987. Revenue of the bo!!lcd wafer operations increased 8% to $181 million as a result·Of 4% rMI volume growth and a 4% price increase. Offsetting the increase in bollled water was a· revenue decline in the wine and spirits businesses of 7% to $776 million in fiscal 1987 as a result of a H% decline in real volume growth partially offset by a 7% increase in prices which ·included. the effect of a liquor excise tax increase in October 1985 and higher costs of imports. The decline in real volume was due in large measure to lhe sale of several wine and spirit houses in the second hall of fiscal 1986 and the impac! of the decline in the U.S. dollar on the prices of the Company's imported products. 

Operating Prom and Margins 
Operating profit increased in each of the Company's three business segments hfiscal 1987. The 7% rise in operating profit of the Drug & Health Care segment to $118.9 million was primarily attributable loa gain of $5.5 million to $15.6 million in the operating profit of PCS. The $10.9 million increase in the opera!ing profit of the General Merchandise segment to $48.1 million was the result of gains in the service merchandising business due largely to acquisitions and a $5.9 million increase to $35.8 million from Armor All Products. These gains were partially offset by increased tosses in the office products distribution business related to compulerization, reconfiguration of facilities and essentially flat sales. It is anticipaled that several more years will be required to reach an acceptable level of profitability in office products. Operating profit of the Beverage segment increased $2.7 million to $64.0 million. The rise was due to a gain of $4.9 million to $34.2 million in bottled water operations, offset by a decline of $2.2 million lo $29.8 million in wine and spirits results. 

The following table identifies the components of operating margins: 

As ~ Perce1H of Sales 
t987 -~ ~ 1994 19ll:l 

Gross margin --- .. ----- ...... 14.7% 15.6% 16.7% 16.7% 16.6% Operating expense ... _ .... --' ...... -. 11.9 12.6 13.6 '13.7 13.4 
Operating margin .. . ---- ' .... -- 2.8% 3.0% 3.1% 3.0% 3.2% = - -
This decline relates to a shill in overall Company sales mix to the wholesale drug operations which have a lower gross margin than the Company's other businesses and which have experienced gross margin declines. The gross margin of the wholesale drug operations declined lrom 8.2% in fiscal 1986 to 7.4% in fiscal 1987. This resulted from competition for market share and an increase in bulk pharmaceutical sales to chain warehouses and hospital accounts both of which are at lower than normal gross margins. The bottorn line effect of the gross margin decline has been partially offset by improved productivity which has reduced operating expense (selling, distribution and administrative expenses) as a percent of sales. In the wholesale drug operations, operating expense as a percent of sales declined from 5.8% in fiscal 1986 to 5.3% in fiscal 1987. 

Initial Public Offerings and Special Items 
In October 1986, the Company's Armor All Products subsidiary issued 3,500,000 common shares to the public resul!ing in net proceeds of $40.2 million and reducing McKesson's ownership interest to 83.3% This capital transactiM increased consolidated equi!y by $30.4 million. In November 1986, the Company sold 2,000.000 common shares of ils PCS subsidiary to lho public, reducing McKe.sson's ownership inlerest to 86.2%. The Company received net aftertax proceeds from the s·ale ol $17 million, resulting in a $15.6 million aftenax gain. 

At the time of the PC$ stock sale, the Company made a $10 million special contribution to the McKesson Foundation, which partially offset the $23; 1 million pretax gain recorded on lhe stock sale. This grant will enable the McKesson Foundation to lund '1ts activities withoul additional contributions fmrn the Company tor sev<>ral years. The gain on the PCS stock sale and the special contribution have been classified as special items in t11e Company's financial statements. The net effect of these special items increased pretax income by $13.1 million and net incorne by $t0.6 rnillion, or 22 cents per share. 
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Discontinued Operations . 

During fiscal 1987, McKesson sold its chemical businesses. Prior years· financial information has been 

restated to indude the chemical businesses in discontinued operations. The fiscal 1987 $4.4 million aftertax 

toss in discontinued operations included aftertax income of $2.3 million-from operations and an aftertax 

loss ol $6.7 million on dispositions_ Approximately hall the loss on dispositions resulted from the sale of 

chemical operations afler providing for cleanup costs at certain storage and. disposal sites and other 

retained liabilities. Also an additional provision was made for potential multiemployer pension liabilities 

relating to the Company's former dairy operations divested in fiscal 1983. 

Capital Expenditures 

Capital expenditures by mator businesses were as follows: 

WholesaleOrug ................................ . 

Ge-neral Merchandise Distribution . . . . _ ......... . 

Water _ ............... _ ..... . 

Other.... .. .. · ...... 

Total 

Operating Working Capital 

Fiscal 
Fiscal 1985-87 
1987 ~~ 

$27 
8 

t8 
13 

$66 
~ 

(in millions) 

$21 
10 
16 
19 

$66 -
At March 31, 1987. McKesson's investment in operating working capital (trade receivables plus UFO 

inventory tess trade payabtes) was $616 million. The table below identifies year-end operating working 

capital as a percent of sales. 

Wholasale Drug . . . . . . . . . . . . . . . . . . . ......... . 

General Merchandise Distribution ......... . 

Wine & Spirits . . ................... . 

Total Company ......................... . 

Cashflow and Liquidity 

Fi$MI 
198? 

8.2% 
17.0% 
8.6% 
9.3% 

Fiscal 
1985-87 
Aver•9< 

7.9% 
17.9% 
8.7% 
9.?.% 

Cashflow before financing activities, acquisitions and divestitures was as follows: 

Cash from operations before working capital 
changes . _ . _ , ...... . 

Working capital changes ......... __ .... _ ... . 

Operating cashflow . . . . _______ . _ . 

Capital expenditures-Mt ....... _ _ _ ..... . 

Operating cashflow after capital expenditures 

Dividend distributions . . . . . ...... . 

Net 

Fiscal 
FisCQI 19B5-87 
1987 Avarage 

(In minions) 

$128 
.J!!.!.) 

77 
(60) 

17 

~) 
$ (37) 

$127 
_!2Z) 

70 
_j§Q) 

10 
__(113) 

$ (38) 

Cashflow from operations is expected to continue to be sufficient to meet the operating needs of the 

Company and the anticipated level of capital expenditures. The Company's liquidity and capital resources 

are not expected to be materially affected by capital expenditure commitmer,ts_ The Company does not 

currently anticipate a continuing source of fund$ from sales of equity securities of majority owned 

subsidiaries. 
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Capitalization 
The Company's capitalization at March 31 included the following: 

1987 1986 1985 
(in million~) 

ShorHer.m borrowings ....................................... . $ i5.1 $ 57.3 .$ 72.1 Term debt ................................................ .. 361.5 378.9 87.0 Convertible debt ............................................ . 75.1 92.4 82.9 
'I'otal debt .......................................... . 451,7 528.6 242.0 Deferred taxes and minority interest ..... , ..................... . 97.4 . 93.4 77.0 Stockholders' equity-net .................................... . 762.2 -~95.8 558.6 

. Total capitalization .... , ............................. . $1,311.3 $1,317.8 . $877.6 -Debt to capital ratio at March 31 .............................. . 34.4% 40,1% 27.6% Average interest rate ·during year 
Short-term borrowings ...... : . ................. , .. . 7.2% .. 9.0% 10.2% Other debt .................... , ...... · .. : ..... · .......... . 9.4 9.4 9.1 

In fiscal 1986: the Company financed its wholesale drug acquisitions by issuance of term debt totalling approximately $250 million which had the effect of ra·ising the debt to capital ratio 10 40% at March 31, 1986. The ratio decreased al March 31, 1987 as a result of cashflow generated from operations and' divestitures. The Company's $180 million revolving credit facility and access to capital markets provides sufficient financial capacity and guaranteed borrowing availability to fund the Company's business expansion. At March 31, 1987 the unused bo~rowing capacity under the revolving. credit facility was $164.9 million. Certain debt agreements require that the Company maintain minimum levels of net worth. At March 31, 1987, net worth .was approximately $189 million in excess of such minimum levels. . · 
Stockholders' Equity 
At March 31, 1987 there were 120,000,000 shares ol $2 par value common··stock authorized of which 
42,515,487 were outstanding net ol treasury shines. In October 1986, the Company's common stock was split two-for-one, effected in the form ol a dividend. 
Fully diluted shares used iii computing earnings per share were 48.2 million in fiscal 1987 compared with 44.5 million in fiscal 1986. The increase was due primarily to sharos issued lor the acquisition of MMI in October 1985. 
The Company repurchased 1.2 million common shares at an average price of $31.90 per share· in fiscal 1987- and anticipates repurchases of 2.4 million shares in fiscal 1988. The repurchases are. designed to 
offset the effect of the issuance of shares through employee incentive plans·including·fhe Company's sale to the McKesson Employee Stock Ownership· Plan in fiscal 1987 of. 1 million common shares tor $30.2· million, and conversion ot other securities. 

Acquisitions 
Acquisitions in fiscal i987 included two service merchandising businesses; Millbrook Distributors .. Inc. and Carlstrom Foods, Inc.; and two other businesses for a total of $23.3 million in cash. In fiscal 1986, the Company acquired Spectro Industries,. Inc. and S-P Drug Co., Inc .. primarily wholesale distributors of drugs, health ·and beauty aids and sundries, for a total of $254 million in qash, and Mass Merchandisers, Inc., a service merchandiser, lor approxirnately 4.2 million shares of the Company's common stock thon valued at $96 million. '!'he SpEictro, S-P Drug and MMI acquisitions resulted in goodwill of $229 million which is being amortized over 40 years, 

Pension Plans 
Substantially ali full-time "mployees of the Company not covered by uniorl-sponsored multiemployer plans am covered under Company-sponsored defined benefit retirement plans, profit-sharing incentive plans and an ESOP. At March 31, 1987, the $181 million market value of the assets of the defined benefit plans exceeded the projected benefit obligation for services rendered to date by $9.2 million. A total or 3.7 million McKesson shares, or 8. 7% of the shares outstanding, wer" held tor employees in the profit-sharing and ESOP trusts at March 31, 1987. 
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Income Taxes 

The reconcilation between the Company's effective tax rate on income from continuing operations and the 

statutory. federal income tax rate is as follows: 
1987 ~ 1985 

Statutory federal Income tax rate .. __ . _ ... - _ .. _ ...... _ 46.0% 460% 46.0% 

State and local income taxes _ . _ . _ .... _ ............ __ ....... . 4.6 4.7 4.8 

Nondeductible amortization _ .................. _ . ___ ..... . 2.5 2.7 1.7 

Capital.gains .. -. _. _ _ _ ...... _. ____ .... - ........ - (2.9) (0.6) O.t 

lTC and tax benefit leases .... ___ ....... __ ...... - ... _ ........ . (3.6) (3.1) (2.0) 

Other-net _ .......... ____ .......... __ . . . . . . _ ...... . (2.4) J11l _ill) 

Effective tax rate ... _ 44.2% 48.5% 48.3% 
~ ~ 

The Company's effective tax rate in fiscal 1967 benefitted from the capital gain on the sale ol stock of the 

PCS subsidiary. Implementation of changes required by. the Tax Reform Act of 1986 had no significant 

impact on the results for fiscal 1987 as the loss of the Investment Tax Credit was slightly more than offset 

by the favorable effect of the new taw on tax benefit lease investments. Based on preliminary analysis, it is 

anllcipated that changes in the tax law will have a positive impact on· both earnings and cashtlows in fiscal 

1988 and future years. 

Management's Responsibility 

McKesson Corporation is responsible for the preparation and accuracy of the financial statements and 

other information included In this report. The consolidated financial statements have been prepared in 

conformity with generally accepted accounting principles using, where appropriate, management's best 

estimates and judgments. 

In meeting its responsibility for_ the reliability of the financial statements, the Company qepends on its 

system of internal accounting- control. The system is designed to provide reasonable assurance that assets 

are safeguarded and that transactions are executed as authorized and are properly recorded. The system 

is augmented by written policies and procedures and monitored by an internal audit department. 

The Board of Directors reviews the financial -statements and reporting practices of the Company through its 

Audit Committee, which is composed entirely of directors who are not officers or employees of the 

Company. The committee meets regularly with the independent auditors. internal auditors and managemenl 

to discuss- audit scope and results and to consider internal control and financial.reporting matters. Both the 

independent and internal auditors have unrestricted access _to the Audit Committee. The entire Board of 

Directors·revlews the Company's financial performance and financial plan. 

Thomas W_ Field. Jr. 
President and Chief Executiv& Officer 
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OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 

McKesson Corporation: 

We have examined the consolidated financial statements at1d supplementary financial schedules of 
McKesson Corporation and subsidiaries listed in Item 14(a) on page 9, Our examinations were made in 
accmdance with generally accepted auditing standards and, accordingly, included sucl1 tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances, 

In our opinion, such consolidated financial statements present fairly the financial posillon of McKesson 
Corporation and subsidiaries at March 31, 1987, 1986 and 1985 and the results of their operations and the 
changes in their financial position for each of the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis, Also, in our opinion, such supplementary financial 
schedules, when considered in relation to the basic consolidated financial statements, present fairly in all 
material respects the information shown therein, 

DELOITTE HASKINS & SELLS 

San Francisco, California 
May 22. 1987 
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McKESSON CORPORATION 

STATEMENTS OF CONSOLIDATED INCOME 

Yelilr$ anded March 31 
1987 1986 1985 

(in miUiOn& axcep'i'Per sham arnount~ 

Revenues _ .. : . ..... _. ____ ..... __ ........ __ ........ .. $6,671.6 $5,665.7 $4,236.7 

Costs and Expanses 
Cost of sales . __ ...... ______ .... ___ . _ .... ____ ........ _ · 

Selling -- .. _ .... -.-- .. -.- ... --- · .... ·----- · · · · ·- ·--- · 
Distribution _ . ___ ..... , , . _ . __ .... , . ____ .... _ , . _ ...... . 

Administrative ... , ......... _ . , ____ . _ ... _ ......... ___ . 

Interest ...... _ ....... _ . __ .......... _ .... , . - . __ .. 

Total _ .. _ .. , _ _ __ . _ .... , 

Special Items (Note 2) 
Gain on sate of subsidiary stock ... _ . _ . _ ....... . 

Contribution to McKesson Foundation .. , 

Income Before Taxes on Income . , __ .... , _ .... _ ...... _ 

Taxes on income (Note 10) __ .... _, _ ... _ ..... _. _ .. _ .. . 

Income Before Minority Interest 
Minority interest in net income of subsidiaries .. 

Income After Taxes 
Continuing operations __ ........ _ . . _ ...... __ ....... _ 

Discontinued operations (Note 6) __ .... , .. 

Net Income . . . . ........ _ . _ . . ..... . 

Earnings Per Common Share 
Fully diluted earnings 

Conlinuing operations , . . . . 
Discontinued operations , 

Total ............ . 

Primary earnings 
Continuing operations ...... , , . 
Discontinued operations ... _ ..... , .. _ 

Total .. .. _ _ .......... __ 

Shares on Which Earnings Per Common Share Were 
Based 

5,673.4 
241.0 
292.2 
260.8 
44.4 

6,511.8 

-lt1 
(10.0) 

172.9 
76.4 
96.5 

__ .(?.!! 

$ 2.04 

$ 2.17 
(. 10) 

$ 2.07 

Fully diluted . , _____ ..... _ _ ... , , . _. _ _ _ ... , . . . 48.2 
Primary __ .. __ ... _ _ _ . _ ..... __ . ___ . _ .. , _ , _ ..... , __ . . 43.1 

See Financial Notes. 
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4,700.2 
212.4 
266.1 
235.8 
41.2 

5.5?_1:2 

144.0 
_JS9.9 

74.1 

74.1 

$ 77.9 

$ 1.76 

$ 1.84 

$ 1.88 
.10 

$ 1.98 

44.5 
39.1 

3,518.3 
173.4 
200.3 
201.5 
22.5 

4,116.0 

120.7 

62.4 

62.4 

$ 65.0 

$ 1.63 

$ 1.69 

$ 1,73 

$ 180 

40.9 
35.7 
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McKESSON CORPORATION 

CONSOLIDATED BALANCE SHEETS 

ASSETS 

~ 

Cash and short-term investments ...................... . $ 47.7 
Receivables (Note 4) ................................. . 613.1 
Inventories (Note 5) ........................ : ....•..... 733.8 
Prepaid expenses (Note 10) .......................... . 56.4 

Total current assets ........................ . 1,451.0 

Land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........... . 33.3 
Buildings ........................................... . 189.2 
Machinery and equipment . . . . ...................... . 348.6 

Total property, plant and equipment .. 571.1 
Accumulated depreciation . . . . . . . . . . . . . . . . . . ....... . 223.6 

Net property, plant and equipment . . . . . . . . . . . . . . ..... . 3475 
Goodwill and other intangibles . . . . . . . . .......... . 311.6 
Other assets (Note 6) . . . . . . . . . . . ...... . 

Total . . . . . . . . . . . . . . . . . ....... . $2,207.6 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Accounts payable-trade ............ '' ' .... ' .... 
Drafts payable '' .. '' '' .. . '.' ' .. ' '. 
CLJrrent portion of long-term debt (Notes 7 and 8) ... '.'. 

Salaries and wages .. ' .... '. '' .. ' .. ''' .... ' 

Taxes . ...... '" . . . ". . . . . . . . . . .... '.' 
Interest and dividends .. '.' .. '.' .. "' .. ' ... '. 
Other ' ..... '' ''". . "'' ' ....... . .... ' .. ' 

T a tal current liabilities ................ . 

Long-term debt (Notes 7 and 8) , . . . . . . ........ . 

Deferred taxes on income (Note 10) ............ . 

Minority interest in subsidiaries ... 

Stockl1olders' equity: 

.. " ..... . 

Preferred stocks . . . . . . . . . . . . . . . . . . . ............... . 

Common stock (shares issued: t987, 44.4; 1986, 43.0 and 
1986. 38.8) . . . . . . . . . . . . . . . . . . . . . . . ................ . 

Other capital , ........................ . 
Retained earnings . . . . . . . . . . . ....................... . 

Accumulated translation adjustment . . . . ............... . 

ESOP note and guarantee (Note 11) ................... . 
Treasury shares, at cost (shares: t98"/, 1.9; 1986, 2.1 and 1985, 

2.8) ........................................•...... 

Not stockholders' equity (Notes 9 and 11) .... . 

Total ..................................... . 

See Financial Notes. 
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$ 543.7 
157.5 
55.3 
51.8 
35.5 
19.3 

396.4 
84.5 

12 9 

8.6 

88.8 
254.4 
502A 

(9.5) 
(45.8) 

(36.7) 

762.2 
$2,207.6 

!Jiareh 31 
191l6 

(In Millions) 

$ 44.6 
517.1 
663.0 
38.2 

1,262.9 
34.0 

179.0 
324.1 

537.1 
199.6 
337.5 
31"1.9 
169.2 

$2,087.5 

$ 450.8 
133.4 
38.4 
~5.6 
~1.1 

21.0 

10.0 

43.0 
194.2 
509.6 
(10.6) 
(1M) 

__@1,.§) 
695.8 

$2,087.5 

191)6 

$ 44.4 
368.0 
484.8 
24.5 

921.7 

23.2 
114.0 . 

392.4 
145.4 
247.0 

96.1 
200.2 

$1,465.0 

$ 355.8 
113.2 

8.1 
33.5 
39.6 
14.3 
31.0 

11.3 

38.8 
102.2 
478.5 

(8.4) 
(17.9) 

(45.9) 

558.6 
$1,465.0 
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McKESSON CORPORATION 

STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY 
Years Ended March 31, 1987, 1986 and 1985 

(shares in thousands, dollars in millions) 

Prefom:td Sf.O(lks Common Stock 

Balances, March 31, 1984 . , . , , .. , , ..... , ... , • , 
Purchase of shares , ... , , ... , , ... , .. , , .. , .... , ... 
Issuance of shares under employee plans (Note 9) , , 
Conversion of debentures and preferred stocks , .... 
Other · 
Translation adjustment , , , , , , .. , . , . , , , . , . , . , ... 
Net income ................ , , .. , , .. , , . , , , . , , , , , , 
Cash dividends 

Preferred stocks (Series A, $1.80 per share: Series B, 
$2.05 per share) .. , , , .. , , , .. , ............... . 

Common, $1.20 per share (Note 9) , . , . , , ... . 

Balances, March 31, 1985 .. , .. , ... , ... , .. , ... . 
Purchase ol shares .. , . . . . . . . . . . . .. 
Issuance of shares under employee plans (Note 9) , . 
Conversion of debentures and preferred stocks ... 
Acquisition of Mass Merchandisers, Inc. (net of 88,000 

pre-split shares held in escrow) . . . . ....... , , .. . 
ESOP note payment ... , . . . . . . . . . . . . . . . . . .. 
Fair value of options exchanged in ac(luisitions 
Other ........ 
Translation adjustment . , , . , .............. . 
Net income . , . , ..... 
Cash dividends 

Preferred stocks (Series A. $1.80 per share; Series 8, 
$2.05 per share) . , . , . . . . . . . . . . . . . . . . . , 

Common, $1.20 per s11are (Note 9) , .. , ... , , , , .. , . 

Balances, March 31, 1986 .................... .. 
Two-for-one stock split (Note 9) , .... , , , .. , . , , .. . 
Purchase of shares , . . . . . . . . ...... . 
Issuance of shares under employee plans (Note 9) , . 
Conversion of debentures and preferred stocks .. 
ESOP nole payment , ........ , . , .... , . 
Issuance of subsidiary stock (Note 2) 
Other, ..... , ... , ... 
Translation adjustment. ........... , ...... , , .. , , , . , 
Net income 
Cash dividends 

Preferred stocks (Series A, $1.80 per share; Series B, 
$2.05 per share) , , ...... , .. , ... , . . . ........ . 

Common, $1.26 per share ................ , ..... . 
Balances, March 31, 1987 

See Financial Notes. 
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358 

(35) 

323 

(37) 

286 

(40) 

246 

$12.5 

(1 .2) 

11.3 

(13) 

10.0 

( 1.4) 

19,394 

3 
15 

19,412 

2,124 

21,536 
21,536 

1,354 

(1) 

44,425 
~ 

$38.8 

38.8 

4.2 

43.0 
43.0 

2.7 

0.1 
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Accumulated ESOP 'rreasua:: Net 
Other Aeia:ined Tran&lation NOt$ aM Common Stockholder&' 
caeit>t Earnings Adjl.l!litmant Guarantee Sharg• ~ EQ<Jity 

$103.3 $456.9 $ (7.6) (1,543) $(51.2) $552.7 
(651) (23.7) (23.7) 

(1.4) $(17.9) 719 26.4 7.1 

(0.6) 67 ?..6 .0.8 
0.9 1 0.9 

(0.8) (0.8) 
65.0 65.0 

(0.6) (0.6) 
(42.8) (42.8) 

102.2 478.5 (8.4) (17.9) (1 ,407) (45.9) 558.6 
(225) (10.6) ( 1 0.6) 

(5.5) 504 19.8 14.3 
(1.2) 78 3.1 06 

86.5 90.7 
1.1 1.1 

11.4 1'1.4 
0.8 0.8 

(2.2) (2.2). 
77.9 77,9 

(0.5) (0.5) 
(46.3) (46.3) 

194.2 509.6 (10.6) (16.8) (1,050) (33.6) 6958 
(43.0) (1,050) 

(1, 164) (37.1) (37.1) 
35.0 ( 1.1) (30.2) 480 10.0 16.4 
(5.9) 918 24.6 1'1.3 

1.2 1.2 
30.4 30.4 
0.7 0.8 (44) (0.6) 10 

1.1 1.1 
89.7 89.7 

(0.5) (0.5) 
(53.1) -- (53.1) 

~ $502.4 ~) $(45.6) (1 ,910) $(36.7) $762.2 
~ 
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McKESSON CORPORATION 
STATEMENTS OF CHANGES IN CONSOLIDATED FINANCIAL POSITION 

Operations 
Income alter taxes from continuing operati.ons .......... . 
Item~ not affecting working capital · 

Depreciation ......... .' ............................. . 
Amonization ................................. · ... · .. . 
Deferred taxes on income .......................... . 
After-tax gain on sale ol subsidiary stock ............. . 
Other ............................. .. 

Total from continuing operations before 
changes in working capital . . . . . ... 

Decrease (Increase) in operating working capital' 
Receivables . .. . .. .. .. .. .. .. . .. . . .. .. .... .. 
Inventories . . . . . . . . . ............ , .............. . 
Accounts and drafts payable . . . . . . . . . . ...... . 
Other ................................. . 

Total working capital increase . 
Cash provided from continuing operations .... 

Discontinued Operations . . . . . . . . . . . . . . • . . . . . .. . . . . . . . 
Di~idends Declared .................................. . 
Investments 
Capital expenditures . . . . . . . . . . . .............. . 
Properties sold .... :. . . . . . . . . . . . . . . 
Acquisition of businesses, loss cash and shan-term 

investments acquired ........................... . 
Proceeds from sales of discontinued operations ......... . 
Other .............................. . 

Total investments .. 
Financing Activities 
Proceeds from issuance of debt . . . . . ............... . 
Repayment ot debt .......................... : .. .. 
Proceeds after-tax from sale/issuance of subsidiary stock . 
Capital stock transactions 

Issuances . . . . . . . . . . . . . . . . ....................... . 
Conversion of debentures ........................ . 
Treasury stock acquired .. , ...................... , .. . 
ESOP note and guaran\ee .................. , ....... . 

Total financing activities .................... . 
Increase (Decrease) in Cash and Short-Term 

Investments ...................................... . 

• Excludes cash, short-term investments and borrowings. 

See Financial Notes. 
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$ 94.1 

43.1 
12.3 
(6.5) 

(15.6) 
0.9 

• .. 128.3 

(85.6) 
(58.5) 
102.2 

___l!!9 
..J§.I.:§) 

76.8 

___ill2) 
...J.§l.ill 

(65.9) 
5.9 

(23.3) 
95.0 

5.0 

39.2 
(117.0) 

57.1 

48.4 
17.3 

(37.1) 
~Q) 
_iill) 

$ 3.1 
~ 

Years ended Met(lh 31 
1986 

(in millions) 

$ 74.1 

38.9 
10.8 
11.7 

(43.5) 
(37.3) 
21.2 

___l!l_,§) 
(68.?.) 

65.9 
19.4 

~) 

(76.7) 
9.4 

(335.8) 
10.1 

__!§.;§ 
(377.4) 

269.3 
(38.5) 

117.2 
0.6 

(10,6) 

339.1 

$ 62.4 

31.9 
6.5 

17.0 

(0.5) 

117.3 

(29.8) 
(86.6) 
65.7 

..JQg) 
__ (50.9) 

...!1.Q 
(~_3.3) 

(56.6) 
4.0 

(67.4) 
69.0 

____M 
(50.6) 

96.0 
(72.4) 

26.0 
0.8 

(23.7) 
{179) 

_M 

:wlZl 
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1. Signi1icant Accounting Policies 

McKESSON CORPORATION 

FINANCIAL NOTES 

Consolidated Fin81lcial Statements include the financial statements of all significant majority-owned 
companies, except those classified as discontinued operations. All significant Intercorporate amounts have 
been eliminated. Minority interest represents minority shareholders' proportionate share in the equity of 
majority-owned subsidiaries. 

R!lstatement. Prior years' financial information has been restated to reflect the discontinuance of chemical 
operations as discussed in Note 6 and tor the two-for-one stock split discussed in Nota 9. 

lrwentories consist of merchandise held for resale and are stated at the lower of cost or market. The cost 
of substantially all inventories is determined on the last·in, firsi·Oul (LIFO) method. 

Property, Plant end Equipment is stated at cost and depreciated on the straight-line method at rates 
designed to distribute the cost of properties over estimated service lives. 

Goodwill and Other Intangibles are amortized over periods estimated to be benefitted, ranging from 5 to 40 
years and are staled net ol accumulated amorli~ation of $65.2 million, $52.9" million and $42.0 millio~ at 
March 31, 1987, 1986 and 1985. 

Tax Benefit Lease lnvestmei'J/s of $22.4 million at March 31, 1987 are included in Other Assets and 
represent the unamorti7.ed cost of tax credits and tax depreciation deductions purchased from others 
through fiscal 1984 as allowed by the Economic Recovery Tax Act of 1981. lncome resulting from the 
purchase of tax crodils is recognized at a constant rate of return on the unrecovered allocated cost. The 
cost allocated to tax depreciation deductions is amortized to expense in the periods when tax deferrals 
exceed the allocated cost. 

Pension Cos!$ for the Company sponsored defined benelit plans are accounted for in accordance with 
Statement ot Financial Accounting Standards No. 87. Employers Accounting for Pensions, adopted in fiscal 
1986. 'the projected unit credit method is used for measuring net periodic pension cost over the 
employees' service life. Costs are funded based on the recommendations of independent actuaries. 

2. Subsidiary tnitiat Public Offerings and Special Items 
In October t986, lhe Company's Armor All Products Corporation ("Armor All") s4bsidiary issued 3,500,000 
common shares to the public reducing the Company's ownership interest to 83.3%. The $40.2 million net 
proceeds from the offering resulted in additions to Other Capital of $30.4 million and Minority Interest in 
Subsidiaries of $9.8 million. 

In November 1986, the Company sold 2,000,000 common shares of its PCS, Inc. ("PCS") subsidiary to the 
public reducing the Company's ownership interest to 86.2%. The net proceeds from the sale of $24.5 
million, resulled in a $23.t million pretax gain and a $1.4 million addition to Minority Interest in Subsidiaries. 

At the time ot the sate of the PCS stock, the Company made a $10 million special contribution to the 
McKesson Foundation. The gain on the sale of the PCS stock and the special contribution have been 
classified as Special Items in the accompanying financial statements. The net effect of these special items 
increased pretax income by $13.1.million and net income by $10.6 million or 22 cents per sllate. 

3. Acquisitions 
The Company acquired two service merchMdising businesses, Millbrook Di~tributors, Inc. and Carlstrom 
Foods, Inc .. and two other businesses in fiscal 1987 for $23.3 million in cash. The acquisitions were 
~ccounted tor a5 purchases and resulled in goodwill of $7 million which is being amortized over 25 to 40 
years. 

In fiScQI 1986, the Company acquired Spectra Industries, Inc., S·P Drug Co., Inc., and Mass Merchandisers, 
Inc. Additionally, three veterinary products distribution companies were acquired during the year. All of 
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McKESSON CORPORATION 

FINANCIAL NOTES (Continued) 

these acqtJisitions were accounted for as purchases ar>d resulted in goodwill of $229 million which is being amortJZed over 40 yeors. 

The costs of the Spectra and S-P Drug acquisitions were $t72 million and $82 million, respectively, ir>cluding cash and the fair vatue of McKesson common stock options issued in exchange for outstanding stock options of the acquired companies. Spectra and S-P Drug. primarily distribute drugs and healtr1 and beauty a1ds. 

MMI was acquired for approximately 4.2 million shares of tho Company's common stock excluding approximately 176,000 shares being retained in escrow for up to five years to provide for certain contingent liabilities of MMI. The total cost of the acquisition was $96 million ir1cluding the fair value of McKesson common stock options issued in exchange for outstanding MMI stock options. MMI is a sorvice merchandiser, distributing nonfood items (including health and beauty aids; housewares, hardware and other general merchandise) to retail outlets. · 
It the Spectra, S-P Drug and MMI acquisitions had occurred at the beginnir1g of fiscal 1986, pro lorma. fiscal ·1986 operating results from continuing operations would have been as follows: revenues $5,933.3 million; income after taxes $75.3 million: and fully diluted earnings per common share $1.70 based ·on 46.8 million fully diluted shares. 

The three veterinary acquisitions ware made for cash at a total cost of $12 million. 
In fiscal 1985, the Company acquired tive businesses, for a total ·COSt of. $67 million. These acquisit'lons were accounted for as purchases and resulted· in goodwill of $23 ·million. 

4. Receivables 

Customer accounts 
Notes and other , . , , . 

Allowances 
Net .. · 

Total 

$523.5 
...t!QJ. 
633.6 

....1.Q;§ 
$613.1 
~ 

(1n million$! 

$461.3 
78.4 . 

537.7 

$517.1 -

$323.3 

379.7 
...1.1.:.1: 
$368.0 
~ 

The allowances are for uncollectible amounts, discounts, returns and other adjustments. 

5. Inventories 

FIFO cost . , . . . . . . ......... , , , . , .. 
Adjustment to LIFO .. 
lnventones, principally at LIFO cost 

6. Discontinued Operations 

$901.5 
167.7 

$733.8 
~ 

Mllt<:h 31 
1986 

(in milhoru)) 

$803.0 
140.0 

$663.0 
~ 

$601.2 
116.4 

$4848 

In fiscal t987, the Company sold its chemical Operations. Prior years· financial information has been restated to include the ct1ernical businesses in discontinued operations, The Company retained-certain chemical sites ar1d lhe responsibility for certain cc>ntingent liabililies (see Note 13), 
During fiscal 1986, lhe Company completed the sale of its international foods operations. In fiscal 1985, the Company completed t11e sale of its domestic foods businesses and substantially completed the divestiture of its homebuilding operations · 
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McKESSON COFIPORATION 

FINANCIAL NOTES (Continuedj 

The net .. assets of dlscontinuod operations at March 31 included· in Other Assets were as follows: 

Total assets ......... · . . .. . . .. . . $34.2 
Total liabilities . . .. . . . . . . .. . . . . ... . .. . . . . 15,8 

Net assets 

1986 
(In iiiiiiiOno) 

$211.4 
121.7 

$ 89.7 
~ ,. 

$212.2 
96.7 

$115.5 -
At March 31, 1987, net assets include $5.5 million from international pharmaceuti¢al operalions. $15.2 
million from homebuilding and net liabilities of $2.8 million from chemical operations. The assets consist 
primarily of land held for sale and investments in unconsolidated affiliates which will be liquidated over the 
next several years. The March 31, 1986 and 1985 net asset$ include $75.4 million and $73.1 million, 
respectively, ··from chemical operations. 

Results of operations and dispositions of discontinued operations were as f()llows: 
' . . . ' 

( . l.ffi I 
Y.Jr,ch,~·~;, 

Revenues ....................... "J.. • .'. ~ 
.. Income 'before taxes ......... : : . . . . . . '$ 3.0 

Provision tor taxes on income . . . . . . . . . ___ff! 
Net .... .. .. .. .. .. .. ...... __ 2.~ 

Gain (loss) ~n ·dispositions ........... . 
Provision (benefit) for taxes .......... . 

Net ..................... . 
Income (loss) from discontinued 

operations .............. . 

(13.1) 
~) 
_____ilil) 

~) 

(in_millions) J. 
· ~:.f. I P..JJ.Ju ·j 

$628.6 -$ 8.2 
--1:§! 

0.6 
2.1 

~) 

$ 3.8 -

$ . 6.8 
~ 

4.5 
(11.5) 

J~ 
_.....ill!) 

$ 2.6 -
The $13.1 million loss on disposllions in fiscal1987 includes $8.1 million from the·.sale of the chemical 
operations Including provisions for cleanup costs at certain waste storage and disposal sites and other 
retained liabilities relating to the operations and a $3.7 million additional provision for potential liabilities 
under the Mulliemployer Pension Plan Amendments Act of 1980 related to the sale of the dairy operations 
in fiscal 1983. 

7. Long· Term Debt 

Borrowings supported by bank revolving 
credit agreement. .................. 

Notes payable to banks .............. 
av.% Nolt;.$ due .1991 : ............... 
10%% Notes due t996 ............ 
8.65% to 10.25% Notes due through 1991 
6.5% lo 11% I ORBs due through 2013 
Capital lease obligalions (averaging 11 %) 
Other. 6% to 15.7%, due through 1995 
Convertible debentures 

9%% due through 2006 .. 
9% du~ through 2005 .... 
6% due 1hrouQh 1994 ... 

Tolal . : . ............ 
Less current portion ... , .. , . . '''. '' ''. 

Total .. 
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1987 

$ 15.1 
76.0 
74.7 
74.8 
61.7 
34.0 
10.8 
29.5 

65.4 
7.8 

4S1.7 
~ 
$396.4 -

March 31 
1986 

(In mUiions) 

$ 57.3 
71.8 
74.6 
74.8 
61.7 
42.3 
14.8 
38.9 

80.0 
10.0 

528.6 
38.4 

~ 

1985 

$ 72.1 
17.9 

25.1 
18.5 
25.5 

eo.o 
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McKESSON CORPORATION 

FINANCIAL NOTES (Continued) 

The Company has a revolving credit agreement with seven banks whereby the banks commit borrowing 
availability up to $180 million at the prime interest rate (7.5% at March 31, 1987) or money market-based 
rates. The agreement renews automatically each year. To terminate its participation, a bank must give at 
least 22112 months notice, in which event any borrowings outstanding at the expiration. of the notice period 
must be repaid in four equal annual installments beginning July 15 of the year following the notice 
expiration period. The agreement contains limitations on additional indebtedness and lease obligations, and 
requires maintenance of minimum levels of working capital and net worth. Commitment fees paid to banks 
in fiscal 1987 were $0.4 million, Compensating balances were not required, At March 31, 1987, unused 
borrowing capacity under the revolving credit agreement was $164.9 million. · 
Noles payable to banks at March 3t. 1987 include $45.8 million due through 1996.bearing inter.est at 
approximately SO% of the prime or 85% of money market interest rate, relating to the Employee Stock 
Ownership Plan ("ESOP") discussed in Note t1. The remaining $30.2 million bears interest at 9.2% to 
9.7% and is due through January 2008. 
The 9%% debontures are convertible into common stock at $21.88 per share and are currentiy redeemable 
at 106.83% of principaL The 9% debentures, originally Issued by Mass Merchandisers, Inc., are convertible 
into common stock at $24.42 per share. The 6% debentures are convertible into common stock at $15.33 
per share. 
Aggregate annual payments on long-term debt and capitalized lease obligations for the years ending 
March 31 are: 

Lo~·Term 
~ 

C.pltat 
Lease$ Total 

(in millions) 

1988' '.' . . . . . . . . . - . . $ 5~.4 $ 0:9 $ ss.3 
1989' ''. 31.8 0.6 32.4 
1990" . 22.2 0.5 22.7 
1991 ''' ...... ' .......... 102.8 0.5 103.3 
1992' . ''.'" ... '. 8.3 0.6 8.9 
Later years .. .... ' .... 221.4 7,7 229.1 

Total $440.9 $10.8 $451.7 -
8. Lease Obligations 

The Company leases facilities and equipment under both capital and operating leases. Net assets held 
under capital leases included in property, plant and equipment were $9.4 million, $10.9 million and $13.4 
million at March 31, 1987, 1986 and 1985. Amortization of capital leases is included in depreciation 
expense. 
Future minimum lea$e payments and sublease rentals in years ending March 31 are: 

1988' ... '' ''''' ''' '' ''. 
1989 .. ., ' . ' ., . ' . 
1990 
t991 '' 
1992. 
Later years .... 
Tot~ I minimum lease payment$ , .... _ .. 

Less amounts rep~esenting interest ... . 
Present value of minimum capital lease 

payments . . . . . . ........ . 

Non~ Non~ · 
oancellable canccUabJc 
Operating Sublt'!la$a Capital 

Lease$ Rentals 'LeaSQs 

$ 23.7 
17.2 
11.9 
8.3 
5.8 

.....JlZ1 
$ 104.1 
~ 

(in millionS)' 

$ ( 1.9) 
(1.6). 
(1 2) 
(1 .0) 
(1.0) 

$ 1.7 
1.4 
1.3 
1.3 
1.2 

~ 
21.7 

~ 

~ !M 
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Mci<ESSON CORPORATION 
FINANCIAL NOTES (Continued) 

Renlal·expense was $42.4 million, $39.5 million and $30,7 million in fiscal 1987, 1986 and 1985. 
Most real property leases contain renewal options and provisions requiring the Company to pay properly 
taxes and operaling expenses in excess of base period amounts. 

9. Stockholders' Equity 
In October 1986. the Company's common stock was split two-lor-one effeCted in the form of a dividend. 
Per common share and <XJmmon·share amounts have been restated to niflect this spirt except that 
common share activity in the Statement of Consolidated Stockholders' Equity is' shown as if the stock split 
occurred at April 1, 1986. 
At March 31, 1987, there were a total of 6.ooomo shares of cumulative preferred stock ($35 par value) 
authorized, of which 245,724 shares classified as Series A and 117 shares classified as Series B preferred 
stock were authorized and outstanding and 5,754,159 shares of cumulalive preferred stock were authorized 
and unissued. At March 31, 1986 and 1985, 286,221 and 323,390 Series A and B preferred shares were 
authorized and issued and 5.713,779 and 5,676,610 cumulative preferred shares, respectively, were 
authorized and unissued. Series A preferred shares are convertible, at the option of lhe holder, into 3.25 
shares of common stock and are callable at $37 per share. Series 8 preferred shares are converlible, at 
the option of the holder. into 3,1818 shares of common stock and are callable at.$35 per share. Each share 
of cumulative preferred stock has voting rights equivalent to a share of common stock. 
At Marcl1 31, 1987, !here were 10,000,000 shares of preferred stock (no par value) authorized and unissued. 
In May 1986, fhe Company's Board of Directors declared a dividend to common stockholders of rights to 
purchase, under certain conditions, Series A Junior Participating Series Preferred Stock. Such rights are 
exercisable only in the event of acquisition o! 20% or more of the Company's common stock by another 
entity or a tender offer for 30% for more of the Company's common stock, Such rights will cause 
substantial dilution to a person or group that atlempts to acquire the Company without conditioning the 
offer on a subslantial number of. rights being acquired, The rights expire in 1996. 
At March 31, 1987, there were 120,000,000 shares of $2 par value common stock authorized, of which 
42,515,481 were outslanding pet of treasury shares and 4,233,000 common shares were reserved lor 
conversion of cumulative preferred stock and conilertible debentures. As discussed in Note 3, 
approximately 176,000 shares issued in the acquisition of MMI remain in escrow pending tho resolution of 
c~rtain contingent liabilities of MMI and are not included in outstanding shares. 
Options to purchase common stock at vark>Us limes through 1997 have been granied at market prices at 
dale of grant to key employees. 
Option informalion tallows: 

Option Share$ . 
Outstanding at beginning of year .. . 
Granted ......... , , .... , ... , , ... , , . . ...... . 
Exchanged for options of acquired companies at prices of 

$1.26 to $19.35 per share ............ . 
Exercised at prices of $9.25 lo $26.81 per share .. , .. , .. . 
Cancelled . , . . . . . .. . ....................... .. 
Surrendered (stock appreciation rights) ............ . 
Outstanding at year-end ..... _ .. , ............ . 
Available for additional grants at end of year ... , ........ . 
Reserved al end ol year . 

Exercisable at end of year .......... . 
At year-end 
Range of outstanding option prices ............ . . " . ' . . ' 
Aggregate amounts (in millions) 

Option price . , .......... . 
Market value .................. . 

A'21 

3,864,564 
22.700 

(664,62/) 
(304, 124) 
{48,020) 

2,870,493 
1,819,388 
4,689,88t 

887,262 

$1.26-$31.81 

$56.8 
$110.2 

.!?.!!.!! 1985 

3,229,288 2,823,478 
892,180 851,664 

862,000 
(867,930) (150,585) 
(172,008) (208,450) 

(Z8,966) !86,818) 
3,864,564 3,229,288 
1,50t,338 244,914 
5,365,902 3,474,202 

1,340.000 864,928 

$1.26-$26.81 $9.25-$23.50 

$75.0 $59.6 
$117.4 $69.8 
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McKESSON' CORPORATION 

FINANCIAL NOTES (Continued) 

The options gra~ted during'the years ended March 31, 1986 and 19~5 include 36,000 and 90,000 opiions 
with stock appreciation rights. No options were granted with stock appreciation .rights In fiscal1987. The 
option holders may exercise the option or, with the approval .of the Compensation Committee ol the Board . 
of Directors, may receive the appreciation in the stock's value in the form of cash or stock. 

. ' . . ' . 
The Comp~ny contributed. to it~ profit-sharing investment plan 195,000, 206,000, and 246.000 comm.on 
shares in fiscal 1987, 1986 and 1.985. In addition, .1 ,000,000 shares were sold to the Employee Stock .. 
Ow~e~ship Plan in each of the fiscal years ·1.987 and 1)385. . .. 
Certain debt agreements require that the Company maintain minimum levels of net worth. At March 31, 
1987, net worth was approximately $189 million. in. excess of such minimum levels. 

·~ 

:: . ',(• ,. 
current Provision 
Federal ............. :~ : ...... ·: ...... . 

"Slate and local .. : ... : ... : ... : : :' ..... . 

'i. 
Foreign ......... · .. : ........ · .. ' ..... , . 

Total .............. , ... : · .. 
Oel.erred Ji'rovision 
F~deral .. : . : ... · ..................... . 

.. .State ......................... , ........ . 
Total· ................ , .... . 
Total provision. , ............ . 

1987 -.-. 

• $57.7 
. 14 .. 0 
__g2. 

74.2 

~.5 
0.7 

_gg. 
$76.4 : 
~ 

.1!!! l.!!l! 
· Qn million$) 

$45.2 ',$33.4 
11.3 9.9 

_1& 0.6 
58.3 43.9 

10.4 )3.6 
....J.,f. .0.8 
..1.1:§ . 14.4. 

$69.9 $58.3 ..... = 

Federal tax~s·on income were reduced by $4.4 miliion in fiscal1986 anlj $2.5 mllli.on in tiscal1985by 
investment tax credits recognized on the llow-through. method. No investment tax credits were recognized 
in fiscal 1987 due to the elimination of investme'nt tax cre'qits retroactive to January 1, 1986 pursuant to The 
T<~x Reform Act of 1986 (the "Act"). The fiscal 1987 deterred lederal income tax provision was reduced by 
$6.2 fliilllon to reflect the cumulative effect of adjui;tiilg the amortization of tax ·benefitleases for the lower 
futtJre tax rates established under the Act. · 

Deterred and prepaid taxes on income result from tirn1ng differences between income reported in the 
financial statements and taxable income. The tax effects of these differences are: 

Deferred· Provision 
Tax benefit leases ................. . 
Depreciation computed at accelerated 

rates for tax purposos .. : .......... . 
Other...;.net .................. . 

Total .................... . 

$(2.4) 

4.4 
0.2 

$2.2 -

.!.!!!l!! 
• (in million•) 

5.t 
0.1 

$1i.~ -
$10.4 

5.0 
..J:I.:Q) 

Tlie net current portion of prepaid and deterred taxes of $42.4 million at March 31, 1987, $27.0 million at 
March 31, 1986 and $15.5 mill'lon at March 31, 1985 is '1ncluded in prepaid expenses; .Deforrod taxes 
included in the tax provisiO•I for discontinued operations were benellts of $21-.6 million in fiscal 1987, 
expense of $5.8 million in fiscal 1986 anit benefits of $12.2 million in fiscal 1985. 

: .··~·--·~·. 
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McKESSON CORPORATION 

FINANCIAL NOTES (Continued) 

The reconciliation hetween the Company's effective tax rate on income from continuing operations and the 
statutory federal income tax rate follows: 

Statutory federal income tax rate 
State and local income taxes ..... 
Nondeductible amortization 
Capital gains ........... . 
lTC and tax bcnctit leases ........... . 
Other-net ............ . 

Effeclive tax rate ...... . 

11, Post-Retirement Benefits 

Pension Plans 

1987 

46.0% 
4.6 
2.5 

(2.9) 
(3.6) 
~) 
44.2% 
~ 

1986 1985 

46.0% 46.0% 
4.7 4.8 
2.7 1.7 

(0.6) .1 
(3. 1) (2.0) 
(1.2) (23) 

48.5% 48.3% 
~ -

Substantially all full-time employees of the Company are covered under either Company sponsored defined 
benefit retirement plans or by union sponsored multiemptoyer plans. The benefits for Company sponsored 
plans are based primarily on age of employees at date of retirement, years of service and employees' pay 
during the five years prior to retirement. Pension expense tor Company sponsored plans was $0.5 million in 
fiscal 1987, a negative $1.7 million in ftscal 1986, and $1.7 million in fiscal 1985. In fiscal 1986, the Company 
adopted Statement of Financial Accounting Standards No. 87, "Employers' Accounting for Pensions" 
("SFAS 87") for the Company sponsored defined benefit plans. Pension expanse for fiscal 19A6 would 
have been approximately $4.2 million had the Company not adopted SFAS 87. tn·accordance with SFAS 
87, pension expense for years prior to fiscal 1986 has not been restated. Pension expense in fiscal 1985 
was reduced by $3.0 million as a result of changed actuarial assumptions for investment return, salary 
growth and amorti7..ation periods. 

Net pension expense in fiscal 1987 and 1986 for the Cornpany sponsored defined benefit retirement plan 
and executive supplemental retirement plan consisted of the following: 

Service cost-benefits earned during the year ..................... . 
Interest cost on projected benetit obligation ........................... . 
Return on assets- actual ........................ , ................. . 

- deferred gain .............. . 
Amortization of unrecognized net transition asset .................. . 

Net pension ~xpense ..................................... . 
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1987 

$ 6.9 
15.1 

(27.7) 
9.2 

....QQ) 
$ 0.5 

(in milliOn~;;) 

1986 

$ 3.9 
13.4 

(32.2) 
16.1 

~ 
$ (1 '7) 
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McKESSON CORPORATION 

FINANCIAL NOTES (Continued) 

'!'he flrnded status of Company sponsored defined benefit retirement plans at March 31 was as follows: 

.!ill 

Actuarial present value of benefit obligations 
Vested benefits .................................... . $138.5 
Nonvestcd benefits ............. " ... " ............ . 14.3 
Accumulated benefit obligation ...................... . 152.8 
Effect of assumed increase in future compensation 

levels ........ , . , , ....... , , ........ , , ... , . ~ 
Projected benefit obligation for services rendered to date . 172.2 
Assets of plans at fair value .......................... . 181.4 
Excess of assets over projected benefit obligation ....... . 9.2 
Unrecognized net loss from experience different from that 

assumed . . . . . . . . . . . . . . . . . . . . . . . . . . ............. . 27.3 
Unrecognized net transition asset, recognized over 13 years .. , ....... , . . . . .... , ........... , .. ___@jii) 
Pension asset (liability) recogni~ed on consolidated balance 

sheet.. . ....................... . $ 4.9 
~ 

1986 
(., millions) 

$113.8 
_112 

125.5 

__1.'U! 
143.3 
163.9 

20.6 

15.6 

(33.9) 

$ 2.3 -

~ 

$ 84.6 
_,?.3 

92.9 

__gz 
105.6 

~ 
36-0 

(36.8) 

$ (0.8) 

The projected benefit obligations for Cornpany sponsored plans were determined· using a discount rate of 8.5% at March 31, 1987, 9.9% at March 31, 1986 and 12.5% at March 31, 1985, and an assumed increase in flrture compensation levels of 5% at March 31, 1987 and 6% at both· March 31,.1986 and 1985. The expected long-term rate of return on asset$ used to determine pension expense under SFAS 87 was 11.2% for fiscal t987 and t1.8% for fiscal 1986. The assets of the plans consist primarily of listed common· stocks and bonds. 

The projected benefit obligation for the Company's executive supplemental retirement plan is $14.2 million of which $11.5 million is recogni~ed as a liability on the consolidated balance sheet. There is a $2.7 million unrecognized net loss from experience different from that assumed. 
T11e cost of multiemployer retirement plans was $3.0 million in fiscal 1987, $2.8 million in fiscal 1986 and $2.6 million in fiscal 1985. 

Profit-Sharing Plan 

Retirement benefits for non-union employees include a supplementary contributory profit-sharing plan. The contribution to the profit-sharing plan, including the ESOP portion, was $7.0 million in fiscal 1987, $6.0 million in fiscal 1986 and $3.7 million in fiscal 1985. 
In January t985, the Company amended its Profit-Sharing Investment Plan to add an ESOP. In fiscal 1985, the ESOP purchased 1,000,000 common shares from the Company for $17.9 million financed by a ten-year term loan from the Company. In fiscal 1987. the ESOP purchased ar1 additional 1,000,000 common shares from the Company for $30.2 million financed by a ten-year bank loan guaranteed by the Company. The Company is required to provide the Plan with sufficient funds to service the Plan's debt. The ESOP note and guarantee balance in stockholders' equity will be reduced as the Plan's debt is reduced. Share• are allocated to Plan participants over the len year term of the related debt. 

Health Care and Life Insurance 
In addition to providing pension benefits, the Company provides certain health care and life insmance benefits fnr retired employees. Of the employees who reach normal retiremenl age while working for the Company, substantially all will become eligible for these benelits. The cost of retiree health care Md life insurance benefits is recognized as expense when claims are paid. These costs totaled $4.4 million in fisc;;! 1987, $4.2 million in fiscal 1986 aM $3.9 million in fiscal 1985. 
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McKESSON· CORPORATION 

FINANCIAL NOTES (Continued) 

12. Segments of Business 

Revenues 
Drug & Health Care ... 
General Merchandise 
Beverage ........................................... . 
Corporate................... . ......... . 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . ....... . 

Operating Profit 
Drug & Health Care . . . . . . . . . . . . . . . . ......... . 
General Merchandise ................................ . 
Beverage .......................... . 

Total ................................. . 
lnteresl .......... . 
Corporate ........................................... . 
Special items ................................ . 

Income before taxes on income 

ldenMiable Assets-at year end 
Drug & Health Care ........... . 
General MP.rr.hrmdise . . . . ...... , , , . 
Beverage ......................... :· ................. . 

Total . .. . . . .. . .. . . .. .. . .. . . ............ . 
Corporote 

Cash and short.term investments .................... . 
Net assets of discontinued operations ................ . 
Other ................... . 

Total .................................... .. 

Depreciation and Amortization 
Drug & Health Care . . . . ......... . 
General Merchandise ................................ . 
Beverage ........................................... . 
Corporate. . .............. . 

Capital Expenditures 
Drug & Health Care ............................... . 
General Merchandise .. . 
Beverage 
Corporate. 

1967 

$ 4,8?8.9 
880.1 
956.8 

5.8 

$ 6,671.6 

$ 118.9 
48.1 
64.0 

231.0 
(44.4) 
(26.8) 
13.1 

$ 172.9 

$ 1,325.7 
434.8 
264.0 

. 2,024.5 

47.7 
18.4 

117.0 

$2,207.6 

$ 20.7 
12.5 
15.4 
6.8 

$ 55.4 

$ 

$ 

330 
8.5 

20.3 
4.1 

65.9 

1986 1985 
_(in millions) 

$ 4,078.9 $2,849.8 
576.3 338.2 

1,000.1 1,037.1 
10:4 11.6 

$ 5,665.7 $ 4,236.7 

$ 11_1.1 $ 73.7 
37.2 31.2 
61.3 55.7 

209.6 160.6 
(41.2) (22.5) 
(24.4) (17.4) 

$ 144.0 $ 120.7 

$ 1,167.8 $ 714.2 
400.8 1643 
262.1 288.7 

1,830.7 1,167.2 

44.6 44.4 
89.7 115.5 

122.5 137.9 

$ 2,087.5 $ 1,465.0 

$ 21.1 $ 14.4 
6.7 3.6 

15.0 14.8 
6.9 5.6 

$ 49.7 $ 38.4 

$ 25.2 $ 16.3 
19.8 2.8 
17.7 15.9 
14.0 21.6 

$ 76.7 $ 56.6 

Previously repor!ed segment information has boen restated to conform to the new business segment 
presentation. The Company operates in three business segments. 

The Drug & Health Care segment includes wholesale operations that are distributors of ethical and 
proprietary drugs, beauty aids and toiletries and sundries serving retail drugstore and hospital pharmacy 
customers. The businesses in this segment also market home health care, veterinary, medical·surgical and 
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McKESSON CORPORATION 

FINANCIAL NOTES (Continued) 

first aid products, as well as computer services to retailers. The segment also includes the Company's 

majority-owned subsidiary, PCS. Inc .. a provider of prescription drug claims processing and related 

consulllng services to health plan sponsors. 

The General Merchandise segment includes service merchandising operations, office products distribution 

operations and the Company's majority·owned Armor All Products Corporation subsidiary, a maker of 

automotive and household appearance protection products. Tl1e service merchandising businesses 

distribute health and beauty aids, and general mercl1andise to sup€rmarkets, drug stores and convenience 

stores. 

The Beverage segment includes the water operations which are engaged In the processing and sale of 

bottled drinking water and retail sales through vending machines in the Western and Sunbelt states. 

Beverage operations also include the wholesale distribution.ot wine and spirits, and represeot most U.S. 

distillers, in1porters and wineries in one or more markets. Sales are made to liquor stores. restaurants, bars 

and other establishments from its distributtoti centers. Certain brands of alcoholic beverages are imported 

and marketed throughout the country. 

13, Other Commitments and Contingent Liabiliti~;>s 

In addition to commitments and obligations in the ordinary course of business, the Company is s~bject to 

various claims, other pending and possible legal actions for products liability and other damages, 

investigations relating to governmental laws and regulations, contingent liability under the Multlemployer 
Pension Plan Amendments Act of 1980, and other matters arising out of the conduct at the Company's 

business. 

The Company has received various claims and demands relating to the need for remedial actions to 
address environmental conditions alleged to exist at certain of the Company's facilities, and to the past use 

of various hazardous waste storage and disposal sites. Claims have been made by the United States 
Environmental Protection Agency under the Comprehensive Environmental Response Compensation and 

Liability Act of 1980 (the "Superfund" law) for cleanup costs at certain storage and disposal sites, including 
a wood treatment facility formerly operated by Mass Merchandiser., Inc. ("MMI"), acquired by the 

Company in October 1985. Under an escrow agreement. up to 176,000 shares of the Company's common 

stocK, otherwi$e deliverable to MMI's former shareholders, is available to compensate the Company for up 

to 40% of costs incurred by the Cornpat\y, in excess of $2 million, in the cleanup of the site. 

In November 1983, the Company sold C.F. Mueller Company, a pasta manufacturer, to CPC International 

Inc, ("CPC"), In April 1985, CPC filed a complaint in the New York state court, seeking general damages of 

$61,000.000 and additional punitive damages claiming that the Company breached certain representations 

in the agreement. CPC also claims fraud and violations or certain state and federal securities taws by the 

Con1pany, its investment banker, and three ot~•er defendants who were employees of the Company and 
Mueller at the time ot sale. During the fiscal year, an intermediate New York appellate court dismissed the 
securities law violation counts against the Company and all counts against the other detendants. The New 

York Court of Appeals has granted a hearing on the appellate court's decision. Also during the fiscal year, 
a motion by CPC for summary jLJdgment on certain issues was denied Discovery is now scheduled to 

(:ornrnence in the litigation. 

All previously reported litigation arising from the t983 Hawaiian milk products recall because of excessive 

levels of heptachlor h~s now been seuted. 

In view ot the inherent difficulty in predicting the result ot litigation and governmental proceedings, t11e 

Company cannot determine what the eventual outcome of such litigation and governmental proceedings 
will be. However, the Company believes, based on current knowledge and after consultation with its 

General Counsel. that the outcome of suc11 litigation and proceedings will not have a material adverse 

effect on the Company's consolidated financial position or the results of its consolidated operations. 
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McKESSON CORPORATION 

'FINANCIAL NOTES (Continued) 

14. Summarized Financial Information for Mass Merchandisers, Inc. (unaudited) 
The Company is joint Obligor of the publicly traded 9% debentures originally issued by Mass 
Merchandisers, Inc. and the lollowing summarized financial information for MMI is presented pursuant' to the rules of the Securities and 8<change Commission. 

March 31 

.1!!!! 1\lll!! 1985 
(in rnillions) 

Current assets .. , . . . . . , , , ... , .. $109.1 $ 86.6 $82.9 
Noncurrent assets .. . . . .. . .. ....... . 98.1 101.8 43.~ 
Current liabilities ...... , . , .......... , , (81.3) (73.0) . (44:9) 
Noncurrent liabilities .......... , ....... . .J.!..M) (30.4) JM:D 

Nel assets . : . .......... . ·$112.5 $ 85.0 $46.7 
~ ~ 

y.., El'lded March 31 
.1!!!! 1!!!!!J :!!!!!l 

(In mimono) 
Revenues . . . . . . .................. . $426.9 $394.1 $336.5 
Cost of sales .................... . 322.1 297.2 252.4 
Netincome ..................... .. 7.2 5.4 5.8 

Balance sheet amounts at March 31, 1987 Include purchase accounting adjustments, principally goodwill of $52.3 million resulting from the acquisition of MMI. Fiscal 1987 net income includes goodwill amortization of $1.3 million. The above information is not a part of the Company's consolidated financial statements prior to October 1985. 
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McKESSON COAPOf!ATI.ON 

FINANCIAL NOTES (Continued) 

15. Quarterly Financial lnlonnation (unaudited) 
First 

Fiscat1987 
A~venues ....................... .. 
Gross profi1 ...................... . 

Income after taxes 
Continuing op'erations ........... . 
Discontinued operations ......... . 

Net Income .............. . 

Earnings per common share 
Fully diluted 

Continuing operations 
Discontinued operations ...... . 

Total ................ . 

Primary 
Continuing operations ..... , . 
Discontinued operations ........ . 

Total ........ . 

Cash dividends per share 

~ 

$1,555.6 
$ 232.4 

$ 19.8 
1.4 

$ 21.2 

$ .44 
__ .03 

$ .47 

$ .4i' 
.03 

$. :50 

Second Third . Fourth 
~ OiJartGr O~.J&rtsr 

(in· ·rnlllk:!ns·.~x.t~ share amount$) 

$1,637.4 $1 ;765.2 
$ 239.5 $ 257.3 

$ 22.1 
1.8 

$ 23.9 

$ .48 
.04 

$ .52 

$ .51 
.04 

$ .55 

$ 36.0* 
(7.6) 

$ 28.4. 

$ .. 77 
.'(.16) 

$ .61 . ._ 

$1,712.4 
$ 250.0 

$ 16.2 

$ .16.2 

$ .35 

$ .37 

$ .37 

Common......... $ .30 $ .32 $ .32 $ .32 
Series A preferred . . .. .45 .45 .45 .45 
Series 8 preferred ....... . .5114 .51'A .5114 .51114 

· .Markel prices ·per common share 
Low ......... :............. .$ 2714 $ . 281h $ 29 $ 32 
High ................ , ..... . 32% 33% 

Fiscal 1986 
Revenues .. . 
Gross profit .......... . 

Income after taxes 
Continuing operations . . . ....... . 
Discontinued operations .. . 

Net Income ..... . 

Earnings per common share 
Fully diluted 

Continuing operations . . . ....... . 
Discontinued operations ......... . 

Total .................... . 

$1,212.3 
$ 193.1 

$ 16.6 
.3 

$ 16.9 

$ .42 
__ ,Q.l 

$ .43 

Primary 
Continuing operations . . . . . . . . . . . . $ .45 
Discontinued operations . . . . . . . . . . .01 

1'otal . . . . . . . . . . .. . . . .. . . . . $ .46 

Cash dividends per share 

$1,393.4 
$ 209.4 

$ 18.5 

$ 19.0 

$ .46 

$ .47 -· 
$ .49 

' .01 
$ .50 

3514 39 

$1,525.2 
$ 247.3 

$ 21.7 
.5 

$ 22.2 

$ .50 
.01 

$ .51 

$ .SA 
.01 

$ .55 

$1,534.8 
$ 231.1 

$ 17.3 
2.5 

$ 19.8 

$ .38 
.05 

$ .43 

$ .40 
.07 

$ .47 

$6,671.6 
$ 979.2 

$ 94.1 
(4.4) 

$ 89.7 

$ 2.04 
~) 
$ 1.95 
~ 

$ 1.26 
1.80 
2.05. 

$ 27114 
39 

$5,665.7 
$ 8809 

$ 1.76 
.08 

$ 1.84 

$ 1.88 
.10 

$ 1.98 

Common . . . . . . . . . . . . . . . . . . . . . . . . $ .30 $ .30 $ .30 $ .30 $ 1.20 

Series A preferred .......... .. 
Series B preferred .............. . 

Market prices per common share 
Low............................ $ 
High .......................... . 

• Includes special items discussed in Note 2. 

.45 

.5114 

21 $ 
25 
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.45 

.51v, 

?.2'h• $ 
24!1; 

.45 

.5114 

22o/4 $ 
26% 

.45 1.80 

.51 v. 2.05 

24% $ 21 
30% 30o/s 
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Schedule II 

McKESSON CORPORATION-CONSOLIDATED 
AMOUNTS RECEIVABLE f'ROM RELATED PARTIES AND UNDEAWRITERS, 

F>ROMOTEAS, AND EMPLOYEES (OTHER THAN RELATED PARTIES) 
FOR THE YEARS ENDED MARCH 31, 1987, 1986 AND 1985 

Column A 

N$1'n$ of Debtor 

Officers and Employees: 
Year ended March 31, 1987 

T. Field (1) (4) . . . 
C. Andrews (4) ...••••. 
A. Chong (4) ........................ .. 
0. Fawcott (21 .. .. .. .. . .. ....... .. 
M. Ferriter (4) .. .. .. .. ... .. 
D. Forolli (4) ............. .. 
J. Gilleri (4) ......... . 
R. 1-!tmmann (1) 
K Hio,en (1) (4) ..... . 
A. Nicolai (4) ....... 
A. S~lenfreund (1), .. , ..•. , ... , .. 
D. Schoonmaker (4) . 
R. V1sr.ount (4) 
D. Wakefield (4) •..... 
D. Yellon (I) •. 

Y$8r endlld Moren 31, 19fJil 
T. Field (1) (4) 
C. Andrews (4) •. 
D. Fawcett (2) . 
M. Ferr11er (II) . 
D. Forelli (4) • ......... . 
J. Gillen (4) 
A. Herrmann (1) . 
K. Hicken (I) (4) 
N. Markus (1) ... 
A. Nicol<:li (4) ... , , , . , , , . 
A. Seelenfreund (1) , , , , , , , , , 
A. Vi0¢0unl (4) ..... . 
D. Wakefield 14) ..... . 
R, Wardell (?.) ......... . 
D. Yelton (1) .. .. .. ........... . 

ve.ar snded Maroh 31, 1985 
T. Field (1) (4) ..... 
C. Andrews (2) .. 
T. Drohan (1) 
D. Fawcell (2) .•• 
A. Herrmann (I) ....... . 
K. Hicken (1) (3) 
N. Markus (1) •..•. 
G. Merrick 11) ................. . 
A. Seelenlteund (1) ............ . 
A. Viscount 1<1 ................ · ...... · .. · · · 
D. Wakefield (<) .......................... .. 
R. Wardell (2) .. . . .......... .. 
D. Yelton (1) (3) .. .. .. .. . .. .. • .. ....... 

(in thousands) 

$1,042 
114 

125 
100 
145 
145 
118 
121 
122 
120 

325 
145 
59 

$1.073 
126 
125 

$ 

257 
813 
159 

137 
100 
105 
110 
374 

so; 
125 
~so 
470 
172 
129 
153 
100 

Column C 

$ 42 

100 

11 
28 

9 
224 

$ 46 
114 

100 
145 
145 

16 
430 

11 
122 

11 
325 
145 

4 

$1,112 
126 

17 

25 
343 

t6 
a 

12 

105 
110 

5 

Colurnn 0 

Oeductions 
AmQUnts 
~"!! 

sn 

53 

28 

62 

$71 
126 

155 
b22 
170 

28 
100 
105 
110 
319 

$39 

552 

14 

Column E 
Bal.anoe at 

End or Pe!iod 
Duo 

Witl'ln 
poe Year 

$ 77 

125 

53 
. 53 

$77 

125 

29 
53 

14 

$77 

46 
53 
211 

14 

Duo 
Att~r 

One Year 

$930 
114 
100 

100 
145 
146 
76 

643 
122 
73 

325 
145 

$91;5 
114 

100 
145 
145 
89 

688 

122 
87 

325 
145 

45 

$996 
126 

125 
209 
760 
130 

104 
100 
105 
110 
360 

Notes; (1) Includes recourse notes relating to lite Company's Stock Purchase Plan bearing rates from 7% to 
10% due in installments through 1992 and collater~lized with common stock of the Registrant. 

(2) This amount includes a personal loan at 7% interesl due within lour years. 

(3) Includes a secured loan with shared appreciation in lieu of interest that was repaio in fiscal 1966. 

(4) Includes a loan secured bY a deed of trust th~t is non-interest boaring so long as the individual 
remains in the employ of the Company. 
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Schedule VIII 

'McKESSON CORPORATION......CONSOLIDATED 
VALUATION AND QUALIFYING ACCOUNTS 

FOR THE YEARS ENDED MARCH 31, 1987, 1986 AND 1985 

(in thousands) 

Column A 

Q.eJ_~!~~ 

Year ended March 31, 1987 
Receivables ..... . 

Ye11r ended March 31, 1986 
Receivables ....... . 

Year ended March 31, 1985 
Receivables ...... , ........ 

Notes: (1) Deductions: 
Written off . , .. 
Credited to other accounts 

Total , . 

Column B 

Balance 1:111 
AeginninJ 
of Perio 

$26,027 

$18,144 -
~ 

(2) Amounts shown as deduction from: 
Current receivables . 
Other receivables . , .. , . , , , , , , , , , . , , . 

Total , , , , .. , ..... , . 

Column C ---
Additions 

Charged to Cha.r(Jed ~o 
Costs and Other 
Expenses 

~ 

$15,200 
~ 

~ 

Account~ 

$ 319(3) -
$6,471(3) -
~(3) 

$11,858 
(1,913) 

~ 

$20,522 

(:l) Recordod on the books of companies acquired. 
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Column D COit.Jmri E 

Balanco at 
Deductions End of Period 

$ 9,945(1) - $27,387(2) -
~(1) $26,027(2) -
$ 3,936(1) - $16:144(2) -

1!!!!!! '1985 ,.,..-

$14,310 $ 6,844 
_@g) (2,908) 
$13,788 $ 3,936 - -
$20,608 $11,772 

6,372 
$26,027 $18; 144 '•' - -
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McKESSON CORPORATION-cONSOLIDATED 
SHORT-TERM BORROWINGS (1) 

' ' '. ' . FOR THE YEARS ENDED MARCH 31, 1987, 1986 AND 1985 
· (in thOusands) 

Column A Cotumn 8 Column c Column 0 Column E!2l 

Moxlmum Average 
Weigh1ed amoun1 arnount 

Balance avcrago outstanding Qut!IUanding Category of at end' intenl!$1 du(iflliJ during short•term borrowings Qf period ~ the E!enod lh$ eeriod 
Year ended March 31, 1987 
Bank borrowings ..... ' .. '. $ -% $ 70,000 $ 5.967 
Commercial paper .... 14,950 6.5% 110,893 26,535 
Year ended March 31, 1986 
Bank borrowings ...... '' ' ... 33,000 8.5% 241,000 41.677 
Commercial paper ................ 24,340 8.1% 254,981 123,459 
Year ended March 31, 1985 
Bank borrowings ... ' .. ' ........ '.' .. 34,000 9.1% 114,000 17,750 
Commercial paper .... ' .... ' ......... 38,068 9.2% 175,580 67,833 

Notes: (1) Includes amounts classified as noncurrent lor financial reporting purposes. 
(2) Based on average daily balances. 

Schedule IX 

Column Fl2! 
Woighted 
average 
interS;st 

ri11e 
durin~ 

the eenod 

8.2% 
70% 

8.7% 
8.5% 

9.8% 
10.3% 
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McKESSON CORPORATION-CONSOLIDATED 

SUPPLEMENTARY INCOME STATEMENT INFORMATION 

FOR THE YEARS ENDED MARCH 31, 1987, 1986 AND 1985 

(in thousands) 

Colurnn A Column a 

Schedule X 

Charged to Cosls and E:.;p9n:st:~~ 
Item 

3. Taxes. other than payroll and income taxes: 

State and local alcoholic beverage taxes ........ . 
Other. primarily duty and sales 

!.~~?. ~ 1965 

$62,666 
62.296 

$63,240 
69,0t7 

$15.500 
77,731 

All other items required by Rvle 12-11 of Regulation S-X are omitted because they are less than 1% or total 
sales and revenues. 
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(3)A 

(3)8 

(4)A 

'(4)8 

'(4)C 

'(10)A 

'(10)8 

'(10)C 

'(10)D 

'(10)E 

'(10)F 

'(10)G 

'(10)H 

• ( 10)1 

'(10)J 

'(10)K 

'(10)L 

'( IO)M 

EXHIBI.T INDEX 

D(tecription 

Articles of Restatemenl of lhe Charier of McKesson. Corporation effective January 
8, 1987 (Exhibil (3)A 10 the Form SE dated June 23, 1987). 
By,l.aws of McKesson Corporation, as amended lhrough June 3, 1987 (Exhibil (3)8 
h lho Form SE dated June 23, 1987). . · · . 
Registranl awees lo furnish lo the Commission upon request a copy of each 
inslrumenl wtlh respect to issues of long·lerm deb! of the Registrant. the aulhorized 
principal amounl of which does not exceed 10% of the total assets Of Regi:ilrant. 

Rights Agreement dated as of May l, 1986 between the company and Morgan 
Guaranty Trust Company of New York, as Rights Agent (Exhibil 4 to !he Form SE 
filed May 16, 1986). · 
Form of Indenture dated as of July 1, 1985. between Registranl and Chernical Bank, 
as Trustee. including the forms of Debt Securities (Exhibit 4 to Post-Effective 
Amendment No. 1 to Registration Slatement No. 2,98983 on Form S-3). 
McKesson Corporation'Management Incentive ~la·n. as amended through Novem
ber 7, 1984 (Exhibit 19(c) to the Form SE filed February 14, 1985). 
McKesson Corporation Deferred Compensation Administrati()n Plan, as amended 
through July 25, 19M (Exhibit 19(e} to Quarterly Report on Form fO.Q for the quarter 
ended June 30, 1984. 
McKesson Corporation 1985 Executives Elective Deferred CompMsation Plan, as 
amended through February 5, 1966 (Exhibit (10)A to thc.Form SE ftled June 24, 1986). 

McKesson Corporation Directors' Deferred Compensation Plan, as amended 
through February 5, 1966 (Exhibit (10)B to the Form SE filed June 24, 1986). 
Description ot McKesson Corporation Retirement Program tor Outside Directors as 
amended through November 5, 1986. (Exhibit (10)H to the Form SE filed June 23, 
1987) . 
McKesson Corporation 1985 Directors Elective Deferred Compensation Plan, as 
amended through February 5, 1986 (Exhibit (10)C to the Form SE filed June 24, 1986). 

McKesson Corporation 1973 Siock Purchase Plan, as amended through September 
7, 1983 (Exhibit (10)A to the Form SE filed June 18, 1985). 
McKesson Corporation 1970 Stock Oplion Plan, as amended through September 
2, 1981 (Exhibit 20(d) to Quarterly Reporl on Form 10"0 for the quarter ended 
September 30, 1981). · · 
McKesson Corporation 1978 Stock Option Plan, as amended. through June 3. 1987 
(Exhibit (10)A to the Form SE dated June 23, 1987). 

Employee Qualified Stock Option Plan of Spectra Industries, Inc. (Exhibil 4.1 (a) to 
the Form SE filed May 30, 1985). 
Second Employee Incentive Stock Option Plan of Spectra Industries, Inc. (Exhibit 
4.2(a) to the Form SE filed May 30, 1985). · 
S-P Drug Co .. Inc. 1983 Incentive Stock Option Pian (Annex A to the Company's 
Registration Slatement on Form S·8, Registration Statement No. 33·00197). 
1984 Restatement of Napco Industries, Inc. (now Mass Merchandisers, Inc.) Stock 
Option Plan for Salaried Employees (Annex A to the Company's Post·Etfective 

. Amendment on Form S-B to Form S-4 Registration Statement Noo 2-99780). 

B·1 

BR001159 



'(10)N 

'(10)0 

'(10)P 

'(10)0 

'(10)R 

'(10)$ 

'(10)T 

'(10)U 

'(10)V 
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'(10)Y 

'(10)Z 

'(IO)AA 

'(10)BB 

'(10)CC 

'(10)DD 

McKesson Corporation 1984 Executive Benefit Retirement Plan, as amended 
through June 3, 1987 (Exhibtt (10)8 to the Form SE dated June 23, 1987). 
McKesson Corporation 1984 Management Benefit Plan (Exhibit (10)8 to the Form 
SE filed June 18, 1985). 
McKesson Corporation 1984 Executive Insurance Plan, effective November 7, 1984 
(Exhibit 19(b) to the Form SE filed February 14, 1985). 
1981 Long-Term Incentive Plan of McKesson Corporation, as amended through June 
1, 1983. (Exhibit (10)C to the Fonm SE filed June 18, 1985). 
Employment Agreement (effective as of July 23, 1984) between the Company and 
its President and Chief Operating Officer, as revised to correct a typographical error 
on page 5 (Exhibit 19 to the Form SE filed August 13, 1985). 
Letter agreement amending Employment Agreement between the Company and its 
President and Chief Operating Officer (Exhibit 19 to the Form SE filed February 14, 
1985). . 
Second Amendment to Employment Agreement between the Company and its 
President and Chief Executive Officer made effective as of November 5, 1986 (Exhibit 
( 10)C to the Form Sf; dated June 23, 1987) 
Employment Agreement entered into as ol August 1, t986 between the Company 
and its Chairman of the Board (Exhibit (10)0 to the Form SEdated June 23. 1987). 
Form of revised Employment Agreement between the ·Company and certain 
designated Corporate Officers (Exhibit (10)E to the Form SE dated June 23, 1987). 
Amendment to form of revised Employment Agreement between the Company and 
certain dosignatRd Corporate Officers (Exhibit 10(F) to the Form SEdated June 23, 
1987), 
Form ofT ermination Agreement to be entered into by and between the Corporation 
and certain designated corporate officers (Exhibit (tO)G to the Form SEdated June 
23, 1987). 

Agreement and Plan of Merger dated as of April 11. 1985, among the Company, 
MCK Acquisition Corporation, a wholly-qwned subs'tdiary of the Company, and 
Spectra Industries, Inc. (Exhibit(c)(t) to the Company's Schedule 14D-1 filed on April 
18, t985). . 
Agreement and Plan of Merg~r dated as of May 20, 1985, among the Company, MCK 
Acquisition Corporation, a wholly-owned subsidiary of the Company, and s:p Drug 
Co., Inc. (Exhibit (c)(1) to the Company's Schedule 140-1 flied on May 28, 1985). 

Agreement and Plan of Reorganization dated as of May 6, 1985 and as amended 
as of June 28, 1985 and amended as of August 12, 1985 by and among the Company, 
MCK Acquisition Corporation ("Acquisition") and Mass Merchandisers, Inc. 
("MMI") (Mnex I to the Company's Rule 424(b) prospectus used in connection with 
Regisllatior' Statement No. 2-99780). 
Form of Agreement of Merger between Acqu'1sition and MMI (Exhibit A to !he 
Agreement and Plan of Reorganization attached as Annex I to the Company's Rule 
424(b) prospectus used in connection with Registration Statement No. 2-99780). 
Escrow Agreement dated October 29, 1985 among the Company, Acquisition, MMI, 
Morris M. Sherman and Gary B. Rappaport, as representatives, and Crocker 
National Bank, as escrow agent (Exhibit 2 to the Form SE filed November 8, 1985). 

Asset Purchase and Sale Agreement dated as of September 19. 1986, between and 
among Pakhoed Holding NV, Pakhoed lnvesteringen BV, DSW, Inc. (now named 
Van Waters & Rogers Inc.) and McKesson Corporation (E.xhibit 28.1 to the Form 
SE dated November 24, 1fJ86). 
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E>~lblt 
~~ Description 

"(10)EE Indemnity and Guaranty Agreement dated as of October 31, 1986, between and among McKesson Corporation, DSW, Inc. (now named Van Waters & Rogers Inc,), Univar Corporation, Pakhoed Holding NV, Pakhoed lnvesteringen BV, Paktank International BV, Pakhoed USA, Inc. and Pakhoed Corporation (Exhibit 28.3 to the Form SE dated November 24, t986) 
(11) Computation of earnings per share for the five years ended March 31, t987_. 
(22) Subsidiaries ot the Registrant. 
(24) Consent of Independent Public Accountants. 

Document has heretofore been filed with the Commission and is incorporated by reference and made a part hereof. 
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McKESSON CORPORATION 

COMPUTATION OF EARNINGS PER COMMON SHARE(1) 
FOR THE YEARS ENDED MARCH 31 

(in thousands ucept per share amounts) 

FULLY DILUTED EARNINGS 
PER SHARE 
Income after !axes tram continuing operations . 
Interest charges-net of tax 

9%% debentures ..... . 
9% debentures ... . 
6% debentures ..................... . 

1187 

$94,069 

3,562 
432 

61 

1986 

$74,148 

3,875 
186 
76 

98,124 78,285 
Income after taxes from discontinued operations (4,413) 3,800 

Total . . . . . . . . . ........... . ~ $82,085 

Fully diluted shares 
Common shares outstanding(2) ........... . 
Convertible securities·~dilutive 

Series A preferred stock .............. . 
Series 8 preferred stock . 
9%% debentures ............ . 
9% debentures . . . . . . . . . ....... . 
6% debentures . . . . . . . . . . . . . . . . . ...... . 

Total . . . . . . . . . . .......... . 

Fully diluted earnings per share 

43,351 

875 
2 

3,441 
397 
139 

48,205 
~ 

Continuing operations .......... . 
Discontinued operations .......... . 

fatal . . . ........ . 

........ $ 2.04 
.. .. .. _______iQg) 

.. ........ $ 1.95 
····.= 

PRIMARY EARNINGS PEA SHARE 
Income after taxes from continuing operations ..... 
Dividend requirements-Series A and Series 6 

preferred stock . . . . . . . . . . . . . . . . . . ...... . 

Income a~er taxes from discontinued operations 
Total . . . . . . . . . . . . . . . . . . . . . . ...... . 

Common shares outstanding(2) ....... . 

Primary earnings per share 
Continuing operations ................ _ ...... . 
Discontinued operations ........ . 

Total . . . .......................... . 

$94,069 

~) 

93,588 
(4,413) 

$89,175 -
$ 2.17 
...........L!.Q) 
$ 2.07 

39,550 

984 
2 

3,658 
170 
172 

44,536 

$ 1.76 
.08 

$ 1.84 
~ 

$74,148 

~) 
73,607 
3,800 

$77,407 

39,106 
~ 

$ t.88 
.10 

$ 1.98 
~ 

1985 

$62,425 

3,875 

98 

66,398 
2,529 

$68,927 ---······· 

35,812 

1,148 
14 

3,656 

242 

40,872 

$ 1.63 
.06 

LJ£ 

$62,425 

~) 
61,817 
2,529 

$64,346 -35,746 -
$ 1.73 

.07 
$ 1.80 
~ 

1984 

$57:765 

3,896 

148 

61,809 
10,898 

~ 

35,702 

1,334 
18 

3,656 

520 

41,230 

$ 1.50 
.26 

~ 

$57,765 

~) 

57,070 
10,898 

~ 
~ 

$ 1.59 
.30 

~ 

Exhibit (11) 

$51,340 

3,896 

310 

55,546 
5,153 

$60,699 
= 

33,142 

1,548 
18 

3,656 

828 
39,192 

$ 1.42 
.13 

$ 1.55 -
$51,340 

__@§) 
50,524 
5,153 

~ 
~ 

$ 1.52 
.16 

$ t.68 
~ 

(1) Per share and common share amounts have been restated for the two-for-one split of the Company's 
common stock effective October 1, 1986 and operating results have been restated to reflect the 
discontinuance of the Company's chemical operations. 

(2) Common shares outstanding have been computed by adding the monthly averages (beginning of the 
month plus end of the rnonth divided by 2), dividing the aggregate by 12 and adjusting this total for 
dilutivc stock options using the treasury stock method. 
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El<hlbit (22) 

SUBSIDIARIES OF THE REGISTRANT 

There is no parent of the Company. The following is a listing of the signiiicant subsidiaries of the 
Company. or if indented, subsidiaries of the Company under which they are listed; 

Alhambra National Wafer Co., Inc. . .................................. . 
Armor All Products Corporation . . . . . . . . . . . . . . . . . . . . . . . . . ........ . 

Armor All Products of Canada, Inc ...................................... . 
LNP Products, Inc ...................................................... . 

Armor All Products GmbH ............................................... . 
Calox International, SA ......................................................... . 

Calox Ecuatoriana, SA ..................................................... . 
Calox Panamena, SA . . . . . . . . . . . . . . ............ . 

Crocker Plaza Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........ . 
D.R.L.-S.p.A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........ . 
First Aid, Inc. . ...................................... . 

Zee Medical, Inc ................................... . 
Foremost Dairies-Hawaii, Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... . 
Foremost-McKesson Canada. Inc. . . . . . . . . . . . . . . . . . . . .............. . 
Foremost-McKesson Capital Corpora!ion N.V. . . . . . ....................... . 

Forernosl-McKesson Properly Cornpany, Inc. . . . . . . . . . . .... . 
DC Land Cornpany ............. ·. . . . . . . . . . . . . . . . . . . . . . . . . . . . .......... . 
DCAZ Land Cornpany ....................................................... . 
HF Land Cornpany . . . . . . . . . . . ........................................... . 

Garrelt-Hewilt International, Inc. . ................................................. . 
Golden State Insurance Cornpany Lirnited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ......... . 
International Dairy Engineering Co. of Asia, Inc ........... , . , ... , ... , . , , . , . , . , , . , ... . 
Mactor ln!etnalional Finance Company ............................................ . 
Mass Merchandisers, Inc. . ...................................................... . 

Arkwood Products, Inc. . ............ , ..... , ...... , . , .. , . , .... , . , , , .... , , . , .. . 
Carlstrom Foods, Inc. . ...................................................... . 
Mass· Merchandisers of Texas, Inc. . . . . .. . . . . . . . . . . . .. . . .............. .. 
Western States Wholesale, Inc. . . . . . . . . . . . . . . . .............................. . 

Millbrook Distributors, Inc. . .............. . 
Monterey Bay Company, Inc. . . . . . ......... . 
Moun! Gay Dislilleries Limited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...... . 
PCS, Inc. . . . . . . . . . . . . . . . . . . . . . . ..................................... . 

Medilog Corporation .. , . , .. , ..... , , , .. , . , , , .. , , , , .... , , ...... , ... . 
Mcdilog GmbH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .................. . 

Medilog Markt-und Meinungsgesellschatt mbh ......... . 
PCS of New York, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . ........ , ............ . 
Pharmaceutical Card Systern Canada, Inc. . ...... . 
Pharmaceutical Data Services, Inc. . ...................... . 

RDR Drug & Sundry Corporation ........ . 
s .. p Drug Co, Inc .......................... . 

Adarn Rack Distributors, Inc ... . 
Sparkletts Drinking Water Corporation ............................... . 

Hygeia Boltled Water, Inc. . . . . . . . ................. . 
Spectro lnduslries, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ....... . 

District Wholesale Drug Corporation . . . . . . . . . ......................... . 
District Hospital Supply Co .. Inc. . ........................................ . 
Loewy Drug Cornpany, Inc ............................. . 

Goodman Manufacturing Company ....... . 
Hernpfield Industries, Inc. . . . . . . . . . . . . . . . . . . . ........................... . 
Lancaster Motor and Gear Assembly Cornpany ....... . 
Massachusetts Wholesale Drug Co ............... . 
Penn-Chem CcHporalion . . . . . . . . . . ...................... . 
Spec!ro Business Systems, Inc. . ......... . 
Toub Dislributors, Inc ........................................................ . 
West Wholesale Drug Co. . ...... . 

"21" Brands, Inc ........................................................... . 
Mohawk Liqueur Corporation .. , , , , . , , ........ , , .... , , , .... , .. , ...... , . , , 

Jurisdiction af 
Organl:zatloA 

California 
Delaware 
Canada 
Californra 
West Germany 
Panama 
Ecuador 
Panama 
Delaware 
Italy 
California 
California 
Hawaii 
Canada 
Ne!herlands 

Antilles 
California 
California 
Delaware 
Delaware 
California 
Berrnuda 
Nevada 
Delaware 
Indiana 
MinneSota 
Missouri 
Texas 
South Dakota 
Massachusetls 
California 
Barbados 
Delaware 
California 
Wost Germany 
Austria 
New York 
Canada 
Delaware 
California 
New York 
New York 
California 
Texas 
Delaware 
Delaware 
Maryland 
Maryland 
Pennsylvania 
Pennsylvania 
Pennsylvania 
Delaware 
Pennsylvania 
Delaware 
Delaware 
Delaware 
New York 
Michigan 
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EXHIBIT (24) 

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 
McKesson Corporation: 

We hereby consent to the incorporation by reference in Registration Statements No. 2-51606. 
2-54544, 2-73514, 2·86567, 2·97752, 33-00197 and 33-10383 on Form S-8, in Post-Effective Amendment No. 1 on Form S-8 to Registration Statement No. 2·99780 on Form S-4, and in Registration Statement 
No. 33-2577 on Form S-3 of our opinion dated May 22, 1987 appearing in this Annual Report on 
Form 10-K of McKesson Corporation tor the year ended March 31, 1987. 

DELOIITE HASKINS & SELLS 

San Francisco, California 
May 22, 1987 
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Erst Qua.rter Report 
Thr .. months ond•d M•y 31, .1987 

REsULTS OF ornRA'riONs- Op<rn<· 
ing results. for tbe qmu1t:r' ~tl.dtd Mt.~y 31, 1987. 
improved sharply compared to both the 
imm~-Jialely preceding dtu:e months and the 
~lime penod i:l yel'.f otg.o. 

We began to achieve some of lhe benefii:S J,!( 

our November 1, 1986, acquisition of the a~S~::IIl 
of McKesson. Chemical Co. (MCC). and have 
110w p4lJl,u:!j th~ wOfflt petit)(} of acquisition· 
p;Jated ¢Ot>tl:i which we-re !'10 he~vy h11t".c final 
quarter of the Ialit fistal y\Uil', 

For the quarter, net income w;t~ $2,769,000 
or $.32 per ~hare on sales of$275,146,000, for 
thl! $\\l"M petiOO a yut :&go, Mt income totaled 
$1R2,000 m $.07 per r.hare on sales of 
$133,495,000 (~~eluding the MCC o~rations, 
\lt'hich !;ave~~~ ~r;~ounted f\)r u a purchase). 

Thb; improv~menl in pet-$hl'lr¢ tt:.S.I.IIts 
demonstrates our ability to overtomc lx:lth ~ 
intefilst costs on the additional debt and tho 
itJ~;re~l!lll'i i~ ~h~:~o outs:fanding. tha1 accompa· 
tlied r.he MCC ~qui:11i1ion. Per-11haro calt;:ula
tions for the Maroh/May 1987 quarter are bml~ 
oo ~.754.932 ~hareN. w}lile for the same quarter 
a year ago the sbnr<" counl w11s 5,649.764. 

CoRPORATE STAFF RESTIUJcruR
TNo ··-· Sh!!rtly after the end of the quarter, we 
annm-n(;ed our in~emion 10: con~olidatc the staff 
offices of Van Waten; & Rogen \m.:, in S:P• 
M.!:i.tC(•, California into the corporale headquar
ter~ in s~"ule, Wa$Chirtlron. 

The Sr:p<\r~!t Staf( (YffiC~$ Wej'~ a MIIUit Of 

Univar's history of operating through ~vewt 
independent subsidiark'.s. Our program uf sales 
and spiuo(($ (l'l( n~)ll·itldU!Itrial chemical 
distribution optration$) w our shAI'll:hold~ts. wa.<,; 
complekd a litlle over a yent ugo. Now th~t o~o~r 
bu.sit\cs.s i~ cnncent:rated solely on indu~lrioll 
ch#mi!!al Jistribution activities. a consolidation 
wi!J be ;idV~nlageoo$ both in tcml!l of operating 
expense!> and in impwv~l (::ommuJJic~tio. 1 $. 
between individuals in the v..ri0\1~ ~~~ff 
functionn that support field operatiOns. 

OFFICER IU!TIR~MENTS ANI) EJ.EC-
1'10NS Tn l!t;JI')jUI)t!tion with the OOII:!I.olida~ 
tion rc:ICm:d 10 ;~bQve, Mt. Raben A. Stein· 
scifcr, President of Van W11.~,eu: & Rog¢t~ lll(!., 
has electl!d not to relooale to Seattle, and hnos 
~mnounced bis intentioo to take eatly retirement 
atllw ~~:nd ~1{ 1~ cumnt f1s.clll year. 

Mr. Slein~if«lir ba$ .W:l"Ved the c~)~oratit)n 
fot 3S ycarB in a number of important positions 
and will tie ttuJy roi~~ed hy the many custom
ern, ~upplim, employtt1s and friends of V;m 
W;11en; & Rogcu Inc. 

After Mr. Sleil'l:!!#if~r'* rttiremem., the four 
U.S. operating regions and 'VarioU;!I Slaf{ 
fuliCiiOtH will report dircrtly to the o!tke of the 
i're$idtnt ofUniv~. 

ln light of the grel'ltly lncn::ll~ed sir,e and 
compk.xity of the Compnny'.s opera1iom~. w~: 
~~ i1 ~qul~rrteilt to further strengthen our top 
n1ru1as~m~n1 otganization. As one of a numbl:r 
of~Wp$ tl) ~CO!Ylf,lli:9.h this. objective, Mr. 
NK:ol,lllis SPI'Mi~m hllli. het!n dectM Vice Pre~i
dent, AdmmJ.str;\\iiJn, (!( UtliVal. Mr. Sam!iom, 
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who ha~ had!!. 3f).~:~r Cll.feet wilb Votr~ W11er~ 
&. Rogm Ltd., pre!!.ently RrVcs u Vice Presi· 
dent and Treasurer, and as a Director of that 
company, His new duti~ will i~¢1t.~dti! ~l.lf'et'Vl• 
sloh over 11. wide range of !itaff and administra
tive functions at the corporate office level. 

DMDENDS - On June 6, a regultu ca5h 
dividend of $,0$ per ~haN.'~ Wll~ ~X~ld I (I ~hm.· 
h(,)d¢t~ l)f r~"t)r(( Muy 17, 1987. 

At it.s meeung on June 25, 1987, tht Board 
of Directors declared a regular quanerly 
dividend tn the amou.u1 ()( $.0!'1 ~r Nht~re, 
pa)lablc on Sepllltl:,ber R k1 :'l'hareholiJ!llrN ~'If 
record Alll!l-lll!li~ t4.1987. 

ANNUAL MEETING -Tho annual 
nwetmg of !lhareholders of Univar will be held 
on Augu~t 21, 1981, at II :00 a.m. in ttle llth 
floor auditorium of the Rainier Bank 'rower in 
Seattle. Proxy material~ wen!!: maile:d to $hare· 
hl)lden; of n:~.:ord July I, 1981, on or about 
July 7, 1987. 

Maucn: tu be voted on at lhe meeting will 
include the election of four directon;; for terms 
which will expire in 1990, approval of at~ 
iUllcndrm:nt to the Certificate of tnoorporation 
of the Corporation to limit lhc liability of its 
dirooton in c~rt.ain cireu.mstance~, and confir· 
mJuioo of Al"(hur An~r~) &. Co. i'~ inl.lq>endM 
~;:ml;~'-ldilun;. for the ;v~ ;ndmg february 29, 
1988, 

I'leaR stgn and rttum yout pmAy promptly, 
whether or not you plan to attend the annual 
mcotinj:t, If you attimd, you may revoke your 
J)!'Oxy ott thai time and vole in ~non. 

OuTLOOK- At pte~ent, ()ur ,u~.::~S, 
which are a btoad spectrum of industrial and 
comm¢rcia1 a<;:COU1li$, ~~m he~:~.Jth)" ~nd art 

gn1wing "'a ~toteady p;tte, intlation is occumng 
ln energy a.nd chemical prices, but at relatively 
low rates. We have not lo~t milfk¢t ~h,.n~ or 
~uff~d ttu~N. margin fllldtiCtil)n~. which we 
tht'lul(ht mh~ht h~o~wcn io lh¢ short· term a.ttcr the 
MCC lriln$m:liQI1, 

A~;;~;ordmgly, we m able to focus our 
cum::nl eJ'turts on coru;olidation.s which will 
improve our capital usage efficiency, and on 
service improvemcni-11 tO more w:ff~«:tiv~Jy l-ISE~ 
our new (;apabillty to serve our c:ustomcn. 

Whil¢ th~ lili"'~J (If ch:~ng~: t::M.:CI.Irriog in !he: 
cOtnpilOy does mean at least temporary addi
tional expen.!lt load,~;, we ar~ t,.;-out~@.td by Tht 
n:.llults atlucved over the pitSI few months and 
exp(:ct our p!!r!tOnrt<!lll) oontinue w $UCCt~$· 
fully develop tlw !itrmgth and pro.t'itabllity of 
tht busincsR. 

M .. IB 
Current asse:tfi . 
lnve.stment!l and lonB·t~nn ru;:tivabl~!i 
Property, pll'lnl Wid equipmcnl ...... nel . 
Other assets ... 

Tmal a~!l$ts . 

LiabilltiCIIi and Slwrt-holdcn:' Equiiy 
CWTenlliabilitic& .. 
l.Qilg:•tcrtn debt 
Defe.tred hems 
Share.bolders' equity . 

Tot.alli~:~.hilities sod ~h~reh('lt(le•·~· eq11ity . 
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------------'"!!'!l>~J~/,.!.1:!98!:7-~F~~b: ?8, I~ 

$153,397 
1()7,355 

IS. lOS 
~ 

$!94,351 
14.437 

136,616 
1,151 

$346,555 

(ilt ThrNJ1tu.d.s) 

Sales 
Cost l)f sale." . 

Grossmlll'gin 
Operating r:xpcnse .......................... , 

lncomdrom U(.'HI!l'ation~ ................ . 

Other income (expense::): 
Jn~tex~n~~e. 
Otlwr in(:~·-ner 
JncolTI¢ tx:(O'I": provijl.i<m fot taxes ... 

Provision for taxe& on inc!Jm¢ . 

Net income ............. .. 

Net income per share .. 

171rt(l' MQII/11~ Mdrd M111 Jl 
19111 19M 

$275,140 
234,731 
40,415 
33,907 

6,SOS 

(2,217) 
___ __ll!li 

$133,4!>5 
114,366 

!9,129 
17,643 

1,4S6 

's. 0.07 
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Th~~ M!)Jlt~ thdtd MPY 31 
(l!t Tlr(!~atJNiill "" 1986 

Funds Provided: 
From Operations-

Net inc~ .. $ 2,7(1; ' 31!2 
Items. 1'101 a.ff~Clin@; rund~~ 

De~iatillll. 3,560 1.336 
Other-net. (418) (97) ----

~ 1,621 

PrQm mher SO\I.J'I,:e.s-
Decrease (im.'Tcilsc) in investments 

& long-term receivables. 1,032 (HI!) 
Dccrea51e ill othe-r ass:et:<;. 59 442 
l.ong·•l:l'm deb' incurrtxl 5,000 
Exercise of stock options .. __ 3_4 

·-~~ Z61 
From changes in certain elements of 

working capital-
Accounts tcet!:jvable (4,316) 2.444 
lnven•otie:-; · (10,302) (2,553) 
Other current assets .. (),894) 2,601 
Accounts payable . 4,671 4,)50 
Other current liabilit~s . . ...• 9.651 (4,010) 

____H,_I!!I) 2,832 

Total funds provided . ...... 1.848 4,714 

Fu.nds Used: 
Net plAnt additions. 2,808 2,678 
Payment or dividends . 434 280 
Reduction in Ions-term dt.bt . 421 380 
.~)!crease (inctea:Se) in deferred credi1s 5 (35) 
Tri111slation adjustment .. 102 (65') 

Total funds U.!led. ___l,TIQ_ 2,647 

Oecrease In shott,-temJ borrowing~nc.t of 
change in ~;ash .. ~ $ 2,067 

·-------· 
!'IIOTES: 
I frJ~~~~ Novm'!bct' I, 1986, UniVilr CurpmalKm pvr1ihllml t1H> 1!•1 8~MI., of M~K!!""$wn Chemin.! Co. in a lfiiL'Iacbon accoun~ for 

•~ ~ p!R!ViniM. A~i~~.~:ly, l~ m~l£lt1 or op!!IllliotH ror tiM! QIIBrt« mo:*l Mm~ 31, 198? inc~we lhe combined ope11111oru;. oi" bolh 
<mlili¢3, .~ !llll~ not 111!10ll!l5ari~y ~ wmpumblc with tho~= period of I~ prillf ~;!!". 

l. "Jll(: L.IJ'O mtlhu!..l uf pricing: i~ u~ for IIJIPIIlliimllkly 8.5'l. of lh~ OOmpany's invenwry. Because h invenlory deU;rrninnt)D!J ui)der 
1m Llr"{) method 15 mad!! allhe end of e111:lt fiscal year, IIIIHlm finan~iBI 1"!!5utu; uc b~,;ed on esrifll.lred Llf-(l IM:Iju.<;UIN::r~l~ 11:!111 *'~ 
~ubir;elro fmal. ye~~r&end Lfi"{) in¥enlol)' maounlr. 
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Univar Corp. 

· NYBE Symbol UVl 1.::: 

Price 

IAay 6'87 
18 

S11mm•rll 

11187. 
18-11)J/t 

f'.l; Rollo 

2370 
Dlvldolld . Yield SloP Ranking .hto 

0.20 1.1% 1.08 

Unl.-ar dl•tributes • broad rant• oflndustrl•l chtmlclll end felated prOducts. Oper•llon• were'8.a· 
p•nct.d algnlficanUy with tM November,"-1186acqullltlon of MCK•••on Chemical Co., •nd UYX 1• now 
thelargeaf 'nduetflel chtmical Cltetributor In North Amerlc•. P•kh"d Holding, N.V. own• about 3&% of 
the common •totk 

Bu•l"ess &ummery 
Univar I$ engaged In the wholeaale di&tribution of 
a bfoa.d rt~nge Of indu5trial chemicals and related 

toduct.s. Ope.-t~tions were expanded si~n"ic•ntly 
with the November. 1986 acquisition oft e · 
McKesson Chemical Co. The latter,.wi1h st~les of 
$804 million for the fiscal year ended March 31. 
1986, distributes Industrial chemieals. The e.equi· 
sillon alao enabled UnhtGt to become the largest 
industrial chemical·distrlbutor in North America. 
Concurrent with tha Mr:Kaseon .acq1.1i8ition, &5-
sats of Univar'& Van Waters & Roaers division In 
the U.S. were combined with the eKesson oper-
ations .l!llnd tnose operations are now carried on 
through a subsidiary, Van Waters & Rogers, Inc:. 
Activltie!i in Cane.d.a ere carried on through the 
~an.Weter~ & Ro~er11, Ltd. subsidiary. Non-chem· 
1cal operations, w lr:h were APllr'l off to share- · 
holders In Maton. 1986 under the name VWR 
Corp .. consisted of VWR Scientific. VW&R Home 
Furnishings, and Acacia. 

G
.. / 
IVIrl!;l effect to the VWR spin ol'f. foreign sa.les 

(all in Canada} accounted tor 22% ot tOtlilllsales in 
liscal19a5-S. 

Products distributed b)" th!B' company ate u$ec:t in 
rnany liU'&as. Including public health & setety {wa
tet treatment, :e.ewege treatment, and ice. dust, 
and rode11t control); thi: petroleum industty (oil 
and gas drilling, petroleum tel'ining, natural gas 
processing. and p~ttoc::hemic::al production); 
paints and coatings (paint ingredients, solvents, 
and oils): pest control (inseelieides, rodenlicides, 
fumigan s, herbic:iCies, and fupgicides); the food 
industry (tood production. processing end peek· 
lng): mete I extraction, processing, and finishing 
(mioiFJQ, milling, refining, plating & finishing, an(l 
electronics); textile maintenance (laundry and dry 
cleaning pr'oducte.); and wood pulp and paper (lor· 
estry, purp and paper manufa.etl.n'tl'19. and water 
treatment). 

P•r Sh•r• Data (I) 
''· flid F•tt. 2e 1087 1986 11186 1 ... 
Book Ylillue NA am 17.09 18.41 
Earnings' NA 0.76 2.85 1.33 
Dividends 0.20 0.60 0.68 0.68 
Payout Ratio NA 105% 24% 61% 
Calendar Years 1V86 1985 1984 1983 
Prices-High 2SV, 251/2 27 271/z 

low ll'fo 161ft 14~4 161/:;o 
PIE Ratio- NA 34-21 9-5 21-12 

lley 13, 1087 

" I " . li -" j " .J, I .. 
.,I, h ,lhl'll , .. ,:II 

,. 
lo.ll 1hl 

11 li-
''ill \1" '!PIT'' I" " ,I I 

" 1.1 " 
TUII'EifC, VOI."Ift: 
Tti!kiSIIIrl!l !ILIK$. 

"' I' I' 
~ I"' 

'" 
lq8l ! l9Bi llj8.3 i 1984 , .. , 1~ 11987 

lmport•nt Develo11m•..U 
Hov. '86-UVX acquired McKesson Chemical 
Co. for $76 million, eubiec:1 to edjustme11t and cer
tain additional liabilities. The acquisition was a.c" 
cotnplislled in three steps: { 1) Pakhoed Holding, 
N.V., a Dutch company, capitalized a U.S. l!Ubsid· 
iary with about $26 million; (2) the $Ubsldiary ae· 
quired Mr:Kau,on Cttemical tor an estimatet$ pur
r:hue ptic:e of S76 million; and (3) Pakhoed ex· 
changed the stock of the subsidiary for 
3,053.000 UVX common $hate!i resulting in a 
35% ownership of UVX by Pakhoed. 

Oct. '88-UVX said that it did not expect to 
achleiJa the intterent earning!! potenh$1 ot the 
combined cornparties (UVX and McKesson) until 
a reorganization period of two or three years. 

Next •arnlngs report expected In lale May. 

1183 1t82 1981 1980 1ere 1178 
17.56 17.34 15.25 13.26 11.48 10.63 
0.92 3.21 2.85 2-35 1.40 1.20 
o.e8 0.68 0.66 0.66 0.56 0.56 
74% 20% 25% 24% 39% 47% 
1982 1961 1980 1979 1978 1977 
273/4 35 15 125/11 u•. 11 
1251, 12SJe 9'/4 a•, 67J, ev, 

30-14 11-4 6-3 5-3 7-6 9-7 

standlltd & Poor'• COJP. Standerd NYSE Stock Rapona 
Vol, 54/No. 91/Sac. 16 ~to !llii7SIII!Modlhi-'1C.V.,.. --!Wdi!\IHI'IMI 25 Broadway. NY. rotY 10004 
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Income Data (Million $) 

'"' %0per. ••• .... .. ... 
EM•d Oper. IM. of Cap. Int. '"'· • •• ... , Inc. of 
F•b. 20 ReYC. 01<. Rtvs. E1<9. Depr. ~-~~-· fiX II ..... '""· R•Wi. 
11986 538 16.2 3.1!% 10.4 4.8 6.1 4 G.G 35.3% 4.3 0.8% 
1985 952 25.7 2.7% 18.2 8.0 8.8 41 25.5 38.0% 15.8 1.7'10 

11984 881 24.6 2.8% 12.5 5.2 6.4 411.~.3 40.0% !> 7.4 0.8'10 ( 1983 930 34.2 3.7% 23.7 '11.9 20.1 ~ 5.0 NM 6.1 0.6% 
1962 954 46.4 4.9'10 49.1 9.6 21,9 "24.4 24.1% 16.5 1.9% 
1961 970 50.3 6.2% 52.0 9.3 6 17.1 "30.7 44.4% 17. I 1.811b 

1980 846 46.7 5.5% 9.7 8.2 12.8 "26.0 45.4% 16.3 1.8'10 
1g79 713 33.5 4.7% 8.4 7.8 10.2 416.6 43.7% 9.4 1.3% 

1976 649 29.8 4.6% 19.0 7.0 10.0 13.7 40.5% 8.2 1.3% 
1 1977 668 2U 4.1% 39.5 6.6 6.5 d4.3 NM d0.8 Nt-4 

Balanu Sheet Data (Million $) 
Aet, lono Com· %lT Ret. 

---Current--- n••r •• 'ttrm .... 'total ..... •• 
fob. 28 Cosh A .. ets Uab. . .... Aa1Htt11 A••&ts Debt fqlalt,- Cop. of Cap. E•"'' 
1986 0,14 107 77 1.4 167 1.7% 69 45 108 54.8% 6.1% 
1985 ___ ~.51 212 140 1.5 303 6.3% 61 96 161 38.1% 15.9% 
1984 2.29 188 125 1.5 287 2.2% 53 102 159 33.6% 7.4% 
1983 5.13 223 148 1.5 382 1.4% 117 96 230 50.9% 5.3% 
1982 4.32 225 146 1.6 373 6.4% 117 96 222 52.6% 20.4% 
19SI 7.05 245 161 1.5 365 5.1% 97 98 .196 46.9% 18.6% 

1980 7.24 221 127 1.7 308 5.4% 87 86 175 49.6% 19.1% 
1979 1.63 173 89 1,9 260 3.7% 66 75 162 52.7% 13.0% 
1976 6.68 162 76 2.1 l49 3.2% 81 71 183 55.8% 11.7% ( 1977 6.11 176 101 1.6 255 NM 81 87 148 54.5% Nt-4 

O~liJ Ill" Qr~. r~Jpld. 1. E!!tl. dill.C. o&elil. 2. Ellth.Jde~ dil!.tDt'!lihued o.:teralions and reflect~ merg~f Of 8CQIII~IUOfl. 3. Bi!!l. re&ulla of 
diaeor~linul!r!i opt!lrallona 11'11986, 1 B-4. 4.1r~cl. eq11Uy In eams. ol non<:onaol. sub~o. 5. fhtl1~~ ;~~;c;;oun!lng ~;hange. tlf~·No\ Me•r~lflg• 
lui. d•DefiCII. 

Net Sale5 (Million $) Dividend Pata 
Quarter: 1986-7 1985·6 1984·5 1983·4 Dividends have been eaid since 1935. 

May ................. ,. .. 133.5 135.6 l35.4 214.9 Aml.of Da1e E,;-divd. Sto<:kof Payment 
Alig .. 134.6 138.7 245.6 220.3 Otvd.$ Dee I. Date Recore! Date 
Nov ....... , ... H3.5 13~.7 240.7 225.1 

0.05 Jun. 30 AuQ. 11 AuQ. 15 Sep. 5'86 Feb .. 127.1 230.3 221.1 
-···-·~- OM Oct. 17 Nov. 7 Nov. 14 Dec. 8'86 

538.4 952.0 881.4 0.05 Dec. 5 Feb. 9 feb. 16 Mar. 9'87 

Sales from contim.ting operation~ for the nine 
months ended November 30. 1986 rose 7.4%. 

0.05 Apr. 22 t.!ay 11 May 17 Jun. 6'87 

year to ~ear. &ided bllhe inclusion of McKesson 
~;~1M-$ November 1, 1 86. Results were hurt by a 
loss at McKesson, weak industrial ae1ivily, end 

Nexr divider~d meelin~: late Jun. 'B7. 

higl'l insurance and environmental expenses. Pre- Finance a 
ta;x income rell3.2%. After !axes at 51.4%. versus 
42.9%. net income declined 42%, to 50.29 a In D!!llcember. 1984 UVX sold $10.6 million of in-
share, from $0.64. which ex:cludes income from dustrial revenue bonds. 
discl)ntinue(i operatiOnS of $0. 79. 

Common Sh••• E:uning& ($) Capitalization 
Ouaner; 1966-7 1985-S 1984-5 1983·4 Long Term Debt: $103,248,000. ioc:l. 3i3,770,000 

ME~y ............ ...... ~ >"o.o7· 0.07 0.20 0.22 of capitalized leased obligations . 
Aug ..................... 0.06 0.22 1.63 0.33 
Nov ..................... 0.16 0.25 0.51 0.30 Common Stock: 8,678,889 shs. (50.331/3 par). Feb ..................... 0.22 0.50 0.48 Pakhoe:d Holding, N.V. owns about 35%. 

d,/i 0.76 2.65 1.33 Shareholder& of recotd: 6, 137. 
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to 1989.91 are 
recoveries in the 
petroleum indul'io-

are majOI" user.a of indus
are not expected to t.a.ke 

place within tim!! frarne considered in 
this report. Moreover. competitive bidding 
for contracts to. procedure now required ()f 
chemical distributOr$ by several major cus· 
tomers) will likely prevent Univar from re
establishing the operating margins the 
company once enjoyed from 1978·82 (al· 
though the McKe55on acqui5ition will anow 
it ~ .spread its hefty environmental co5ltli 
over ·a broe:der busine~;~l;i base). Thus, al
though we think these shares will c:Qntinuf! 
to trade at a :Pztemiurn to the market. B.nnual 
earnings pins to 1989-91 tnay not be suf
C.icient to effect even average share price 
appreciation to that time. 

"Ternn~K. 

Faell)al mats rial is obU~in~ from :liOUI'tft beliiNBd to bi1 ~lable. but tN publlshar lt. r'Jc)t responsible for lll'I.Y errou: or omi.ssiot'l:s. comeined herein. 
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July 6, 1987 

DEAR SHAREHOLDER: 

You are cordially invited to attend the Univar Corporation Annual Meeting of Shareholders to be 
held at Rainier Bank Tower, 12th Floor Auditorium, Rainier Square, Fifth Avenue & University Street, 
Seattle, Washington, on August 21,1987 at 11:00 a.m. At the Meeting, we will report on the operations of 
the Compeny and respond to any questions you may have. 

Rocently the General Corporation Law of the State of Delaware was amended to allow Delaware 
corporations such as the Company to adapt amendments to their certificates of Incorporation. to limit the 
liability of directors under certain circumstances. The enclosed Proxy Statement proposes an amend
ment to the Certificate of Incorporation of the Company to add such a provision. The Company believes 
that adoption of the proposed amendment to the Certificate of Incorporation of the Company Is Impor
tant to retain and attract qualified directors. 

Your Board of Directors recommends that you vote to approve the proposed amendment to the 
Certificate of InCOfPOr8tlon, re-elect four directors whose terms of office will expire this year and ratify 
the selection of Arthur Andersen & Co. as our auditors. These matters are described more fully in the 
formal Notice of Annual Meeting and Proxy Statement which appear on the following pages. 

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the Meeting, it is important 
that your shares be represented. Therefore, I urge you to sigo, date and promptly return the enclosed 
proxy In the enclosed postage paid envelope. If you attend the Meeting, you will. of course, have the 
privilege of voting in person. 

We look forward to greeting you personally, and on behalf of the Board of Directors and management 
of the Company. I would like to express our appreciation for your interest In Univar Corporation. 

Sincerely, 

~::.f.e::~ 
President and Chief Executive Officer 

h?wt4 
Chairman and Chief Strategl•t 
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Notice of Aonual Meelills or Shareholden 

TO THE SHAREHOLDERS: 

Seattle, Washington 
July 8, 1987 

The annual meeting or the shareholders of Unlvar Corporation will be held In the auditorium, 12th 
floor, Rainier Bank Tower, Fifth Avenue and University Street, Seattle, Washington on August21, 1987 at 
11:00 a.m., for the following purposes: 

1. To elect four directors. 

2. To amend the Certificate of Incorporation of the Corporation to limit the liability of Its directors 
In certain circumstances, pursuant to Delaware Corporation Law. 

3. To ratify the selection of Arthur Andersen II: Co. as independent public accountants for the fiscal 
year ending February 29, 1988. 

4. To trall!lact such other business as may properly come before the meeting. 

Only shareholders of record at the close of business on July 1, 1987 are entitled to notice of, and to 
vote at, this meetill8. 

By Order of The Board of Directors 
Barry C. Mauldill8 
Corporate Secretary 

Each .utebolder ill urged to aip and return promptly the accmnpaoyjq proxy in the encl01ed 
eowlope 10 which no poatap need btt alllxed if maHed in the UnJ.ted States. 
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1600 NORTON I!UILDING 
SMITLE. WASHJNGTON 118104 

Proxy Statement for Annual MtHJting of Shareholders 

To be held August :Jt. 1087 

This proxy statament is furnished in counet::tion with the solicitation of proxies on behalf of th~ 
Board of Directors of Unive.r Corporation (herein called the "Corporation") to be voted at the annual 
meeting of the shareholders of the Corporation to be held at 11:00 a.m. on Ausust 21, 1987 In the 
auditorium, 12th floor. Rainier Bank Tower, Fifth Avenue and University Street, Seattle, Washington, for 
the purposes set forth in the accompanying Notice of Annual Meeting of Shareholders. Shareholders 
who &xecute proxies retain the right to revoke them at any time before they are voted. A proxy may be 
revoked by written notice to the Corporate Secretary of the Corporation at 1600 Norton Building, Seattle, 
Washington 96104: by submls.lon of a proxy with a later date: or by a request in person to return the 
executed proxy. The cost of solicitation of proxies will be borne by the Corporation. 

Shareholders of record at the close of business on July 1, 1987 will be entitled to vote at the meeting 
on the basis of one vote for each shara of common stock held. On july 1, 1987 there were 6,682,283 shares 
of common stock outstanding. 

ELECTION OF DIRECTORS 

Your Corporation has a classified board of thirteen directors, Four or five directou ate to be elected 
each year for a term of three years. Your Board of Directors has proposed that the four nominees listed 
below be elected this )'l'Rr f~;~r 11term to expire In 1990. The Board of Directors recommends a vote FOR 
their election. and unless you indicate otherwioe, your signed proxy will be voted for the election of 
these nominees. · 

The Board of Directors expects that each of the nominees will he available for election, but if any of 
them is not a candidate at the time the election occurs, it Is intended that such proxy will be voted for the 
election of another nominee to be designated by the Nominating Committee of the Board of Directo<S of 
the Corporation. Except where otherwise indicated, the nominees' beneficial ownership of the Corpora
tion's common stock consist• of 110le voting power and 110le Investment power. 

1 
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RICHARD E. ENGI!BRECHT 
Age: 60 

Term to expire 1990 

DIRECTORS TO BE ELECTED 

A Director of the CorpOration since 1984 

Busin11ss experience of last five years: President and Chief Executive Officer, VWR Corporation -. 

1986 to date; Pre•ldent and Chief Operating Officer, Univar Corporation- 1983 to 1986; 

Executive Vice President, Univar Corporation - 1982 to 1983; Senior Vice President, 

Univar Coi"J)oratlon- 1971 to 1982. 

Directonhips: PENWEST, LTD. 
VWR Corporation 
Eldec Col1)or$.tlon 
Puget Sound Bancorp, 

Common shares awnll(] beneficially on June 1, 1987: 50,200 

Percent of outstanding common stock: .58% 

MAllK W. HOOPER. 

Age: 40 

Term to expire 1990 

A Dirm:tor of th111 Corporation ttlnce 198/J 

Business experience of lost fim years: Pre!lident, Pakhoed Development Inc. - 1984 to date; Vice 

Pr$$ident, Pakhoed Corporation 1978 to present. 

Common shores uwnll(] beneficially on/une 1, 1987: 0 

Percent of outstanding common stock: O% 

Mr. Hooper ill serving as a designee of Pakhoed Holding N.V. See "Securities Ownership" and "Agree

ment with Pakhoed Holding N.V." 

ll.OBER.T S. ROGERS 

Age: 63 

Term to expire 1990 

A Director of the Corporation sinre 1970 

Family relationships: Brother of N. Stewart Rogers, Senior VIce President-Finance and brother-In• 

law of James H. Wiborg, Chairman and Chief Strategist. 

Business exPI!Iritmce of last ftw year9: President, Lands-West, Inc. - 1978 to date. 

Directorships: VWR Corporation 

Common shore$ owned btinl!lficloily on June 1, 1987: 128,70\1+ 

Percent of outstanding common stock: 1.41.1% 

+Mr. Rogers disclaims beneficial ownershiJ) of17,514 shares owned by his spouse. which are included in 

his total above as required by SEC regulations. 

2 
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LOWJI.Y WYATT 

Age: 69 

tBrm to explro 1990 

A Director of the Corporation since J 975 · 

Business Bxperitmce of lost jive years: Retired. Consultant to Weyerhaeuser Company- 1979 to data. 
Dlroctorships: American Savings Bank 

PENWEST, LTD. 
VWR Corporation 
Ul Group Inc. 
First Interstate Group of Washington 
Snsvely Forest Products. Co. 

Common shares owned beneficially on Junq 1, 1987: 6,000 

Percent of outstanding common stock: .07% 

JAMES W. BERNARD 

Age: 50 

Term to expire 1988 

DIRECTORS WHOSE TERM CONTINUES 

A Director of th11 Corporation since 1986 

· Business experience of last five years: President and Chief Executive Ollicer, Univar Corporation -
September 1, 1!166 to date; Preaident and Chief Operating Officer, Unlvar Corporation -
1986 tbrnugh August 31, 1956; Executive Vice President, Unlvar Corporation - 1983 to 
1!1116; Senior VIce President, Univar Corporation -19112 to 1983: President, VWR Scientific 
Inc. • 1974 to 1983. 

Common shares owned beneficially on June 1, 1986: 82,810+ 
Percent of oul8tandtng common 9tock: .95% 

+Includes 40,000 shares whlch were awarded to Mr. Bernard under the Long-Term Incentive Stock Plan. 
See "Long-Term Incentive Stock Plan." Mr. Bernard disclaims beneftcial ownership of 41,310 shares 
owned by his spouse and children, which are included In his total above as required by SEC regulations. 

H. P. H. CJUJNS 

Ag11: 56 

Tetm to 11xplrt! 1989 

A Dimctor o/ the Corporation !Iince 1986 

Buaine$$ experien"" of last jive years: Chairman of the Managing Board, Pakhoed Holding N. V. -
1978 to date. 

Common shares owned benejic:ially on June 1, 1987: 0 

Pef'CBnt of outstanding common stock: 0% 
Mr. Crijns is serving as a designee of Pakhoed Holding N .V. See "Securities Ownership" and "Agree
ments with Pakhoed Holding N.V." 
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M. M. HARJliS 

Age: 70 

Term to expire 1989 

A Director of the Corporation since 1960 

Business experience of last five years: Retired: Vice Chairman of the Board, Univar Corporation -
1970 to date. 

DirectorsMps: Deepwater, Inc. 
VWR Corporation 

Common shares owned beneficially on June 1, 1987: 98,767 

.Percent of Dulstondlng common stock: 1.14% 

CURTIS P. IJNDLEY 

Age: 62 

Term w expire 1989 

A Director of the CorporatiDn since 1984 

Business experience of k~st five Ylfan: Chairman. PENWEST. LTD. - 1964 to date: Chairman & Chief 
Executive Officer PENWEST, LTD. - 1984 to 1985: Executive Vice President, Unlvar 
Corporation - 1982 to 1984. 

Dlrectonhips: PENWEST, LTD. 
VWR Corporation 

Cammon shaiW owned beneficially on June 1. 1987: 107,420+ 

Perctmt of outstanding common stock: 1.24% 

+Mr. Lindley disclaims beneficial ownership of 2,186 shares owned by his spouse, which are included in 
hill total above llS required by SEC regulations. 

ANDREW V. SMITH 

Age: 62 

Term to expire 1980 

A Director of the Corporation since 1982 

Business experienoo of last five yeon: President, Pacific Northwest Bell - 1978 to date. 

Directorships: Airborne Express Corporation 
Cascade Natural Gas Co. 
ISC Systems Corp. 
Pacific Northwest Bell 
U.S. Bancorp (Portland) 

u.s. National Sank of Oregon 
Unigard Insurance Group 
VWR Corporation 
Washington Mutual Savings Bank 

Common shart1s owned bent!ficially on June 1, 1987: 4,000 

Percent of outstanding common stock: .OS% 
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WILUAM K. STREET 

Age: 57 

Term to expire 1988 

A Director of the Corporation since 1975· 

Business experience of last five ytJ<Jrs: President, The Ostrom Company-l964 to date. 

Directorships: PENWEST, LTD. 
VWR Corporation 

Common shartJs owned beneficially on June 1, 1987: 10,009 

Percent of outstanding common stock: .12% 

The Ostrom Company, growers and dbtrlbutors of mushrooms, has filed for protection under Chapter 1l 
of the Federal Bankruptcy Code. Management continues to operate thla business as a "debtor-in
possession." 

NICO VAN DEB. VORM 

Age: 59 

Term to expire 1989 

A DirtJCtor of the CorpoMtion since February 1987 

Business experience of last flV8 }'fJars: Chairman oft he Executive Board, Holland America Line N. V. 

Common shal'tJS owned beneficially on June 1, 1987: 0 

P6rcent of autatandlntr common stock: 0% 

Mr. van der Vt>rm Is serving as a designee of Pakhoed Holding N,V, See "Securlti•s Ownership" and 
"Agreements with Pakhoed Holding N.V." 

G. Vlli.HAGEN 

Age: 57 

Term to expire t 988 

A Director of the Corporation since 1986 

Business experience of last five }'fJars: Member of the Managing Board, Pakhoed Holding N.V. 

Common shares owned beneficially on June 1, 1987: 0 

Percent of outstanding common stack: O% 

Mr. Verhagen is serving as a designee of Pakhoed Holding N, V. See "Secudtle• Ownerohlp" and "Agree
ments with Pakhoed Holding N.V." 
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JAMES H. WIBORG 
Age: &2 

Term to expire 1988 

A Director of thB Corporation since 1984. 
Family 1'8/ationahips: Brother-in-law of Robert S. Rogers, Director, and N. Stewart Rogers, Senior 

Vice Preaident • Finance. 

Busimltls experience of last fi118 yean: Chairman and Chief Strategist, Univar Corporation and VWR 
Corporation· September 1. 1988 to preeent; Chairman and Chief Executive Ollicer, Univar 
Corporation • 1983 to 1988; President and Chief Executive Ollicer, Univar Corporation -
1986 to 1983. 

Directorships: PENWEST, LTD. 
Sealirlll Corporation 
PACCAR Inc. 
VWR Corporation 

Common shares owed beneftcially on June t, 1987: 216,281 

Percent of outstanding common stock: 2.49% 
Mr. Wiborg shares voting and Investment power for an additional 10,080 shares, but he disclaims any 
beneficial ownership in these shares. 

Mr. Wiborg Is a director of the Seattle-First National Bank. During the year, the Corporation has 
utilized !be services of !be bank as a depository of funds and in the management of cash. In addition, the 
Corporation borrows from Seattle·Fi1'11t Natlonalllank on terms and conditions competitive wltb !bose 
obtainable at the time from other comparable banking institutions. During the year the maximum level 
of Indebtedness to Seattle-First National Bank was $28,049,701. It is expected that the Corporation wlll 
continue its business relationship witb !be Bank. 

SECURJTIES OWNERSHIP 

Listed in the following table is the only known beneficial owner as of July 1. 1987 of more than fiva 
percent of the Corporation's outstanding common stock. The Corporation knows of no other person or 
"group," as that term is used in Section 13(d)(3] of the Securities It Exchange Act of 1934, that is the 
beneficial owner of more than five percent of tha Corporation's common stock. Also listed are the 
number of shares beneficially owned by all directors and ollicers as a group. 

Nilml ud Addrno of Aaunml ud Nolllrw 
~ 0.0...:/NIUII.. of llndciol -I of- ... o ..... , OwaeHhlp of a... 

Pakhoed Investerlngen B.V. 3,053,000(1) 35% 
c/o Pakhoed Holding N.V. 
80·68 Boompjes 
3011 XC ROTTERDAM 
The Netherlands 

All Directors and Olliceu 
as a Group (21 persons] 4,003,3S9(2)(3] 

(l) Pakhoed Investeringen B.V. Is a wholly owned subsi!Uary of Pakhoed Hol!Ung N.Y. The shares are 
subject to a Standstill Agraement and a Shareholder Agreement described below. 
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(2) Includes all shares beneftclally owned by directors as described In "Election of Directors" and 
3,053,000 shares held by Pakhoed Investeringen B.V. as to which Messrs. Crijns and Verhagen share 
voting and Investment power as Managing Directors of Pakboed Holding N.V. 

(3) Includes 3,159 shares for which certain officers have stock options exercisable within alxty days (see 
"Stock Option Plan") and 50,131 shares awarded to officers under the Long-Term Incentive Stock 
Plan (see "Long-Term Incentive Stock Plan"). 

AGllllEMENTS wtTlt PAKHOED HOLDING N.V. 

On September 19, 1986 in connection with the acquisition of certain assets and liabilities of the 
McKesson Chemical Company ("MCC"), the Corporation entered Into various agreements with Pakhoed 
Holding N.V. and Pakhoed lnvesteringen B.V. (collectively "Pakhoed") including a Stock Exchange 
Agreement and a Standstill Agreement. Pakhoed also entered Into Shareholders Agreements with 
Directors Bernard, Engebrecltt, Harris, Lindley, Robert S. Rogers, and Wlborg. and with N. Stewart 
Rogers (an officer of the Corporation) and Nat S. Rogers (the father of RobertS. and N. Stewart Rogers and 
the father·in·law of James H. Wiborg). These eight shareholders and their spouses are referred to as the 
"Core Shareholders." 

Under the Stock Exchange Agreement the Corporation exchanged 3,053,000 shares of Its common 
stock and $1,000,000 for all of the outstanding common stock of a subsidiary of Pakhoed which pur
chased MCC. The Corporation also agreed to reimburse Pakhoed for approximately $1,700,000 In fees 
and expenses in connection with the acquisition of MCC. 

The Standstill Agreement provides that Pakhoed will not acquire beneficial ownership of any Voting 
Securities of the Corporation without the coMent of the Corporation If such acquisition would result in 
Pakhoed owning more than 35% of Common Stock Equivalents of the Corporation. Pakhoed may acquire 
additional Voting Securities abo VII the 35% limit by making a tender offer for shares of Voting Securities 
In response to a third-patty tender offer for such securities, In which event the percentage limitation will 
increase to 45% lind Pakhoed may retain shares over 4S% to the extent the Corporation elects not to 
repurcltase such shares pursuant to Its right to do so under the Standstill Agreement. Pakhoed may also 
acquire shares in excess of the percentage limitation (i) upon receiving approval of five-eighths (5/8) of 
the directors of the Corporation who are not affiliated with Pakhoed, or (!I) by a 100% tender offer made 
In response lo a third-party's acquisition of 10% or more of Cammon Stock Equivalents, or if the Core 
Shareholders intrease their aggregate ownership of Common Stock Equivalents by tO% o~ more. 

The Standstill Agreement also provides that Pakhoed will not (without prior written approval of the 
Board, including the concurrence of a majority of directors not affiliated with Pakhoed) (i) for a period of 
t\ve years solicit proxies or participate In solicitation of proxies contesting any recommendation of the 
Board: (if) deposit any Voting Securities in a voting tru!lt or subject them to a voting agreement except as 
required by Netherlands law or to a trust or agreement between Pakboed and Its affiliates; (iii) join any 
sroup for the purpose of acquiring, holding or disposing of voting Securities within the meaning of 
$Qctlon.13(d)of the Securities Exchange Act of1934; (lv]induce any other parson to initiate a tender offer 
for any securitiao of the Corporation, or to effect any change of control of the Corporation or take any 
action for the purpose of cOnVBning a stockholders' meeting; or (v) acquire more than 1% of any class of 
securities of any entity that is publicly disclosed to be the beneficial owner of 5% or more of the Voting 
S~Jcuriti~s. 

Pursuant to the Standotill Agreement, the Corporation has Increased the size of its Board from 9 to 13 
directors, and appointed Messrs. Hooper, Crijns, van der Vorm and Verhagen to the four new seats. Tbe 
Board will be reduced lo 12 seats following the first retirement or resignation of a director. Subject to 
certain limitations, the Corporation thereafter will cause to be nominated for election as directors 
repreoentat!veo designatad hy Pakhoed so as to provide Pakhoed with representation on the Board 
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proportionate to Its stock ownership. Pakhoed will vote ito shares so as to afford the Corporation's other 
shareholders with proportionate representation also. Pakhoed wUI be entitled to representation on any 
committee of the Board at its request. 

The Shareholder Agreements provide that Core Shareholders will vote their shares In favor of 
Pakhoed's representatives, as described in the preceding paragraph, in consideration for the right of the 
Core Shareholders to put their shares to Pakhoed after a tender offer by Pakhoed made In accordance 
with and satisfying the requirements of the Standstill Agreement. 

REMUNERATION OF DIRECTORS 

Non-employee directors of the Corporation were compenaated during the last fiscal year aa follows: 
(a) Annual retainer as a Director $7,500 
(b] Annual retainer as a member of Executive Committee 2,000 
(c) Annual retainer as Chairman of each standing commitlee 2,000 
{d) . Fee for each meeting of the Board of Oirectors attended 700 
(e) Fee for each meeting of the Board of Directors attended 1,000 

(f) 

(g) 

when two days of travel required 
Fee for each committee meeting attended 
Reimbursement for all reasonable expenses incurred in at-
tending boerd and/or committee meeUnp 

350 

Mr. Wlbors. as Chairman of the Board and Chief Strategist, hu a Consultins Services Agreement 
which provides for a base reta:l.net of $100,000 and a variable retainer or bonus ranging from 0% to 100% 
of the base retainer which is to be awarded based on his achievement of predatermined obJectives 
established hy the Compensation Committee. The effective term of this arrangement Is from Septem
ber 1, 1986 thtough August 31, 1989, and includes provisions for acceleration of any unpaid base retainer 
and annual target bonuses of $65,000 in the event of certain transactions which might result In a change 
of control. Total base and variable retainer amounts paid to Mr. Wlborg during last fiscal year are 
included in the Executive Compensation table which also Includes compensation for six months during 
which Mr. Wlborg sarved as Chief Executive Officer. 

NUMBER OF MEETINGS 

There were eight meetlnp of the Boord of Directors held during the last fiscal year. All directors 
attended 75% or more of the aggregab! of board meetlnp and meetings of committees on which they 
served. 

COMMITI'EES OF THE BOAIW OF DlllECTORS 

The Boord of Directors hllll standing Audit. Compensation, Executive, Nominating, Pension and 
Public Policy Committees: 

AUDIT COMMI1TBB 

M. M. Harris. Chairman 
Curtis P. Lindley 
Andrew V. Smith 

William K. Street 
C. Verhagen 

Three meetings were held during the last fiscal yeer. 
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Functions: 

1. Recommend selection or termination of independent public accountants to the Board of Directors. 

2. Review scope of the audit to be performed by the independent publlc accountants and the audit 
fee. 

3. Rovlew and/or recommend accounting policies to the Boord of Directors. 

4. Review repods oflndependenl public accountants and Internal auditors as to the adequacy ofthe 
Corporation's accounting system. controls and other matters. 

5. Review scope and speclftca.tlons of the internal audit program. 

6. Review areas of possible conflicts of Interest and sensitive payments. 

COMPENSATION COMMI7TEE 

Lowry Wyatt, Chairman 
.James W. Bernard 
Robert S. Rogers 

William K. Street 
G. Verhagen 

Five meetinp were held during the last ftacal year. 

Functions: 

1. Recommend compensation of corporate (l!ficers. 

2. Establish bonus criteria. 

3. Review annually the operation of all compensation practices and salary admlnimatlon 
procedures. 

4, Consult with the Pension Plan Committee regarding the effects of trends in compensation on 
pension costs. 

3. Recommend benefit levels In the Corporation's retirement program. 

6. Recommend Directors' fees. 

EXECcri'IVE COMMITTEE 

Lowry Wyatt, Chairman 
James W. Bernard 
H.P.H. Crijns 

Richard E. Engebrecht 
Nico van der Vorm 
l=es H. Wlborg 

Five meetlnp were held during the last fiscal year. 
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Functions; 

To exercise all the power of the Board of Dlrecton between meetings of the Board of Directors, 
except the Executive Committee shall not have power to: 

1. Amend or repeal any section of the bylaws or the Restated Certificate of Incorporation. 

2. £lect or remove any officer of the Corporation. 

3. Make recommendations as to the selection of the Chairman of the Board, the Vice Chairman of 
the Boa.rd or the President. 

4. Rescind or modify beyond $600,000 any resolution adopted by the Board of Directors. 

5. Authorize original Issue of capital stock. 

6. Authorize capital investments or acquisitions or dispositions of property in excess of $600,000. 

7, Approve annual capital or operating budgets. 

8, Declare any dividends. 

9. Fix compensation of offtcen, directors, or employees. 

The Board of Directors may specifically authorize the Executive Committee to act with respect to 
~my of the foregoing matters. 

NOMINATING COMMITTEE 

James H. Wlbo11, Chairman 
Richard E. Engebrecht 
Andrew V. Smith 

One meeting was held during the last fiscal yea.r. 

Functions: 

1. Receive, review and maintain files of Individuals qualifted to be recommended as nominees for 
election as directors. 

2. Review"" appropriate the capabUity of each incu111bent diroclor to contlnuo to serve a• di...,ctor. 

3. Recommend a list of lndividualo to the Board of Directors for nomination for election to the Board 
of Directors at the annual meeting of shareholders. 

4. Recommend individuals for election to the Board of Directors as replacement directors may be 
required. 

5. Recommend individuals for appointment as new committees may be created or as replacement 
committee members may be required. 
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There is at present no established procedure for submission of nominations by shareholders. Article 
X of the Restated Certificate of Incorporation, however, would allow only Disinterested Directors or 
persons beneficially owning shares of Voting Stock having a market price of $250,000 or more, when 
cumulative voting was in effect"" a result of the existence of a person or group which beneficially owns 
40% or more of the outstanding Common Stock, to nominate one or more candidates for election as a 
director and to have information relating to such nominees Included In the Corporation's proxy 
statement. 

PENSION COMM!1TEE 

Robert S. Rogers, Chairman 
Curtis P. Lindley 
M. M. Harris 
Lowry Wyatt 

One meeting was held during the last fiscal year. 

Functions: 

1. Olrectthe Investment of the funds of the Unlvar Corporation Retirement Plan. 

2. Review and make recommendations to the Board of Direclors in respect. to the performanct1 of 
any third parties responsible for the admin!stratkln and for the Investment of the funds of such 
plan. 

3. Review and make recommendations to the Board of Directors in respect to any amendments 
proposed for such plan, 

4. Review the annual reports made for such plan and establish and administer any additional 
system for periodic reporting as the Committee may deem advisable. 

PUBLIC POLICY COMM!1TEE 

James W. Bernard, Chairman 
Mark. W. Hooper 
M. M. Harris 
Curtis P. Lindley 

Three meetings were held durlns the last fiscal year. 

Functions: 

1. Review policies of the operating units and recommend fux:ther development or modification of 
said policies to the Board with respect to Company health, safety, environmental. insurance aJld 
real estate affairs: and audit, or cause to be audited, the activities In these areas to insure they are 
carried out in a manner upholding its respomlblllty to act as a good corporate citizen in control
ling risks to the health and safety of its employees, customers, the public and to the environment.. 
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EXECUTIVE CASH COMPENSATION 

Cash compensation paid by the Corporation durins the ftscal year endad February 28, 1987 to each of 
the five most highly compensated executive omcers, and to ell executlve omcers as a sroup, is as follows: 

Nomo of llldtridual 
or Nlllllhel- In Gto•p c.p.dlioo In Whi<h s.n.d Solory -..... Tobol 

James H. Wiborg Chairman and Chief Strategist; $ 145,240 $ 85,254 $ 230,494 
Chairman and Chief 
Executl ve Ofiicer 

James W. Bernard President and Chief Executive 188,333 125,786 314.119 
Ofiicer: President and Chief 
Operating Omcer 

N. Stewart Rogers Senior Vice Presidant-Finence 163,385 55,757 219,142 
Robert A. Stainseifer VIce President; Prealdent 141,154 58,190 199,344 

Van Waters & Rogers 

Albert C. McNelght VIce President: President 78,750 39,147 117,897 
Van Waters & Rogers Ltd. 

All11 executive $1,083,200 $480,907 $1,544,107 
omcers as a group 

•Includes awards accrued for the fiscal year ended February 28, 1987, but does not include any bonuses 
for the prior fiscal yeer. 

Plans, pursuant to which cash or non-cash compensation was paid or distributed dudng the Jut 
fiscal year· or is proposed to be paid or distributed In the future to the Individuals named In the table 
"Executive Cash Compensation" and u a sroup, are described In the following pages as: 

Executive Stock Purchase Plan 
Defined Benefit Retirement Plan 
Employee Stock Purchase Plan 
Management Bonus Plan 
UniSaver Tax Savings Investment Plan 
Stock Option Plan 
Long-Term Incentive Stock Plan 

EXECUTIVE STOCK PURCHASE PLAN 

The Executive Stock Pun:hase Plan provided for the purchase of Univar Corporation commou stock 
by key management executives at the market price on the date of execution of • pun:hase contract 
payable over ten yoara with interest. Each purchase contract is secured by a pledge of the stock and with 
full recoul'!le against the executiw purchaser. The Board of Directors adopted the Plan In October 1979. 
The Plan was ratified by the shareholders at the 1980 annual meeting. The plan does not set any spoc::lfic 
limitations on the annual or aggregate purchases of shares or the Interest rate. Tbe number of shares 
offered and the Interest rate were determined by the Compensation Committee In 1979 and 1984, the two 
occasions wben shares have been sold to participants. 
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The following executives owed the Corporation in excess of $60,000 during the laot ftscal year aa a 
result of stock purchasM made pursuant to the Executive Stock Purchase Plan. 

)ames H. Wiborg 
Curtis P. Lindley• 
Richard E. Eogebrecht* 
N. Stewart Rogers 
james W. Bernard 
Robert A. Stelmeifer 
T. Frank Rawlinson• 

Total 

jerrold B. Harris• 
·Robert A Steinselfer 
Allen W. Puckett• 
Pal$y R. Turnipseed• 
Bevan Cates 
Terrance H. Irvine 
Guenter Zimmer . 
Eivind G. Lange• 

Total 

Grlltld Total 

'Former O!licer 

DEFINED BENEFIT RETIREMENT PLAN 

Uapald llolulco ,_1, 1887 

$139,799 
85,795 
83,880 
72,696 
55,920 
52,988 

0 

$491,078 

U11pald llolulco 
Juo1,1887 

$136,990 
79,912 
65.139 
65,135 
63,065 
63,085 

0 
0 

$473.306 

$964,364 

~.E=~ ~-.188'1 
$ 233,493 

140,096 
140,096 
123,129 

93,397 
85,378 
70,048 

$ 885,837 

~~-!}=~:"' 
£laded~..., 38, 1917 

$ 298,920 
89,876 
80,361 
74,730 
80,361 
74,730 
75,288 

104,622 

$ 878,688 

$1,744,325 

The table below showa the estimated annual benefits payable on retirement under the Un!.var 
Corporation Retirement Plan ("Plan") to persons in specifted remuneration and years-of-service 
classifications. The retirement benefits shown are hued upon retirement at age 65 and the payments of a 
single-life annuity to the employee using the level of Social Security benefits currently in effect to 
compute the offset for such benefits under the Plan. 

~·~ .. ......... d ...,. 
-~,1><11 

-tho of omplelyJallll " 10 

$100,000 $18,106 $ 27,159 $ 36,213 $ 45,266 

150,000 28,108 42,159 56,213 70,28& 

200,000 38,108 57,159 76,213 95,286 

250,000 48,106 72,159 96,213 120,266 

300,000 58,106 87,159 116,213 145,266 

350,000 68,106 102.159 136,213 170,266 

400,000 78,106 117,159 156,213 195,266 

450,000 86,106 132.159 176,213 220,266 
\ 
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With certain exceptions, Section 415 of the Internal Revenue Code currently limits pensions which 
may be paid under plans qualified under the Internal Revenue Code to an annual henellt of$90,000. The 
Board of Directors. upon the recommendation of the Compensation Committee, has authorized the 
establishment of supplemental beliefits for senior officers to whom the Section 415 limit applies, or will 
apply in the future, so that these senior officers will obtain retirement benefits comparable to other 
retirement plan participants not Impacted by the Section 415 limit. The above table sets forth the total 
estimated benefit payable to participants. 

Compensation of executive officers covered by the Plan would include salaries and bonuses as 
reported in the Compensation Table. All perBons named In the Compensation Table have in excess of 
twenty-five years of service with the Corporation. No additional retirement benefits accrue after twenty-
five years of service. · 

Compansation of all employees covered by the Plan would include salaries, commissions and 
bonuses. All regular, full-time employees not members of a collective bargaining unit (except for 
bargaining units participating in all Univar benefits) are eligible to partidpate in the Plan. 

EMPLOYEE STOCk PURCHASE PLAN 

The Employee Stock Purchase Plan. approved by the Board in 1972, allows all employees of the 
Corporation who have completed one year of employment and who have attained tho age of majority to 
authorize a payroll deduction, from a minimum of$15 per month to a maximum of 10% of base earnings. 
to be applied towards the purchase of the Corporation's common stock. Each month the total payroll 
deductions of all partidpants, plus a contributio!l by the Corporation aqua! to 20% of each participant's 
contribution, are delivered to Merrlll Lynch, Pierce, Fenner &: Smith Inc. who, as soon •• practicable, 
purchases on the New York or Paclllc Stock Exchanges, as agent for the participants, as many shares of 
the Corporation's common stock as such funds will parmi!. The shares purchased are ellocated to each 
partldpanl in proportion to his deduction. Each participant has full dividend and voting rights, and may 
request the Issuance of a stock certificate in his name at any time. Dividends are reinvested in common 
stock of the Corporation. Participants receive quarterly statement. from Merrill Lynch. Employees may 
terminate their participation upon 30 days' notice. 

Cash contributions by the Corporation on behalf of executive officers for the last fiscal year are 
included in the bonos column of the Executive Cash Compansatlon table. 

MANAGEMENT BONUS PLAN 

The Manage111ent Bonua Plan (the "Bonus Plan'"1 administered by the Compansation Committee of 
the Board, provides that the Committee may authorize annual cash or deferred awards to full-time 
salaried management employees of the Corporation or its subsidiaries. At the beginning of each year a 
target bonus fund Is calculated according to guidelines set out in the Bonus Plan and the President of 
each subsidiary reeommends a list of participants. The list of participants is subject to approval by the 
President of the Corporation. the Committee and the Board. Payment of bonuses Is based on attainment 
of target profit; capital ratios set out by the Bonus Plan. 

Individual bonus awards are determined by salary grade and are subject to an adjustment by a 
judgment of individual performance. No bonus can exceed 100% of a participant's base salary for the 
year. Bonuses are paid In cash unless the participant, prior to the beginning of the year, reqnests deferral 
of payment for up to a maximum of ten yearB after separation of service. The committee bas sole 
discretion to approve deferrals. Amounts awarded for the last fiscal year to Executive Officers are sot 
forth in the Executive Cash Compensation table. 
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UNISAVEII. TAX SAVING INVESTMENT PLAN 

The UD!Saver Tax Savings Investment Plan (the "Investment Plan"), approved by the Board In 1984, 
went into effect on July 1, 1984 and qualifies as a cash or deferred salary arrangement under Section 
401(k) of the Internal Revenue Code. Employees are eligible to participate In the Investment Plan If they 
have been employed for twelve months and are not members of a collective bargallllng unit (except for 
bargailllng units participating in all Ulllvar benefits). 

Under the Investment Plan, participants may defer up to 12% oftheir pretax salary (Increased to 16% 
effective July 1, 1987). The Corporation will match 30% of the participant's deferral up to a maximum 
match of 1.6% of salary. The Corporation's matching contribution will be invested In the Corporation's 
common stock. The participant's pretax salary deferrals will be invested, at the participant's direction, In 
a Corporation stock fund, an aggressive fund, a low-risk government guaranteed fund, or ln a combina
tion of those funds. 

·Participants will be 100% vested in their salary deferrals and all earnings on those deferrals. 
However, the Corporation's matching contribution and earllings thereon will become 100% vested only 
upon the pertlclpent'sllfth year of vesting service with the Corporation, with 20% vesting being given for 
each yaar up to the fifth yaar. Regardless of years of vesting service, a participant will be 100% vested in 
the Corporation's contribution and earnings thereon when the participant reaches age 65, or If the 
participant dies while employed or becomes disabled. 

Investment Plan benefits will be paid upon retirement. termination of employment, disability or 
death. In addition, benefits may be distributed to a participant In the event of financial hardship. 

Cash contributions by the Corporation on behalf of the executive officers for the last fiscal year are 
Included in the bonus column of the Executive Cash Compensation table. 

STOCK OPTION PLAN 

Under the Stock Option Plan, approved by the shareholders in 1982 (the "Option Plan"), the 
Compensation Committee of the Board consisting of four directors. may grant to officers or key employ
ees options to purchase the Corporation's common stock. The maximum number of shares which may be 
issued under the Option Plan Is 122,464. Options to purchase 112,978 shares have been granted and are 
outstanding under this Plan. The option price Is determined by the Committee. For Incentive Stock 
Options granted under the Option Plan, the option price minnot be leas than the fair market value of the 
common stock on the date of grant. The Committee has discretion to grant non-qualified stock options at 
less than the fair market value. The Committee has the authority to establish the time or times at which 
optioned shares may be purchased, and it may vary among the optionees. Options expire ten years from 
date of grant or upon termination of employment. Options become exercisable at the rate of twenty 
percent of the optioned shares In each twelve month period commencing five years after the date of 
grant. Any option shares which may be, but are not purchased in one such twelve month period may be 
purchased in a subsequent twelve mc;mth period, provided all options for the purchase of option shares 
must be exercised within ten years from date of grant. 

A:n option may be exercised by paying the option price in casb, in shares of the Corporation's 
common stock (valued at their fair market value), or in any combination of cash and shares. When a 
nonqualllled option Is exercised, the optionee must also pay related withholding and F.I.C.A. taxes. 

During the last fiscal yaar, no options were granted or exercised under the Stock Option Plan. 
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The purpose of the Plan is to encourage ownership of common stock by key employees, provide 
incentive for maximum effort In the successful operation of the Corporation and attract and retain 
personnel of the best available talent. The Committee has discretion in granting options to achieve those 
purposes. 

LONG-TERM INCENTIVE STOCK PLAN 

Under the Long-Tarm Incentive Stock Plan (the "Plan"), approved by tho shareholders in 1986, the 
Corporation may grant to its key employees (1) Non-Qualified Stock Options, (Z)Incentive Stock Options, 
and (3) Restricted Stock Awards, according to the procedures established by the Plan. The maximum 
number of shares which may be issued under the Plan is 350,000. 

The Compensation Committee has been delegated the authority to determine the number of shares 
•11hject to each option or award, the option or purthase price of esch option or award. the applicable 
vesting period, any other terms of each option or award and generally the rules, regulations and 
Interpretations applicable to each option or award. The stock options and restricted stock awards include 
provisions for acceleration of such applicable vesting period in the event of certain transactions which 
may result In a change of control of the Corporation. 

Special provisions apply to the following options and awards: 

lacenti'¥8 Stock Options 

The option price may not be less than the fair market value of tho Corporation's common stock on 
the date of grant and the agregete fair market ve.lue (determined on the date of grant) of options which 
become exercisable for any one Individual in a calendar year may not exceed $100,000. The option price 
must be paid In full at the time of exercise. During the fiscal year ended February 28, 1987, the 
Committee granted the following Incentive Stock Options to the executive officers listed in the Cash 
Compensation Table IUld to all executive officers as a group: 

OplioJuHt Numllotr of Shanoo 

Robert A. Steinseifer 
All ll executive officers 
as a group 

Non-Qnallfted Stock Optlous 

3,664 

13,144 

The option price must be paid in full at the time of exercise, together with the amount of federal, 
state or local taxes of any kind required to be withheld by the Corporation. No Non-Qualified Options 
have been grented under the Plan. The Committee has discrotion to grant non•qualified stock options at 
less than the fair mArket value. 

RnCricted Stock Awards 

'l'he Committee may award restricted stock to key employees who have performed valuable services 
to the Corporation or sell such shares to key employees for not less than the aggregate par value of the 
shares covered by tho award. Restricted stock may not be sold or otherwise disposed of during the 
restriction period determined by the Committee and Is subject to forfeiture in the event the employee is 
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terminated other than by reason of death, disability or normal retirement. During the fiscal )rear ended 
February 28, 1987, the Committee made the following Restricted Stock Awards under the Plan to the 
executive officers listed In the Cash Compensation Table and to all executive officers as a group: 

Optioaee Numhor of Shareo 

james W. Bernard 
Robert A. Steinseifer 
All 11 executive officers 
as a group 

40,000 
3,934 

50,131 

These Restricted Stock Awards become 50% vested after seven years and 100% vested at the end of 
eight years. The purpose of the Plan is to encourage ownership of common stock by key employees, 
provide incentive for maximum effort in the successful operation of the Corporation and attract and 
retain personnel of the beat available talent. The Committee has discretion in granting options or making 
awards to achieve these purposes. 

AGREEMENTS WITH Ct:ltTAIN OI'FtCEltS . 

The Board of Directors has approved change of control agreements [the "Agreements") between the 
Corporation and James W. Bernard, N. Stewart Rogers, Robert A. Steinselfer, and A.C. McNeight (the 
"Executives"). Each Agreement provides that the Executive will receive compensation for 30 months if 
hls1.1mployment Is terminated (voluntarily or Involuntarily) for any reason other than gross misconduct, 
death, disability, or reaching age 65, provided such termination occurs within 24 months after certain 
defined events which might lead to a change in control of the Corporation. The compensation wlll be 
paid at a rate equal to the Executive's then current salary and target bonus. The compensation is subject 
to a minimum annual rate of not less than the Executive's average compensation for the preceding three 
calendar years, and is subject to reduction If the aggregate present value of all payments would exceed 
three times the Executive's "annualized Includable compensation," as defined in Section 280G of the 
Internal Revenue Code, for the Executive's most recent live taxable years. The Executive will also 
continue to have "employee" status for the 30 month period and will be entitled to retain most employee 
benefits and rights during this period. 

The estimated aggregate amounts presently payable in the event of a change of control (assuming 
aath officer receives payments for the maximum ao-month period) would be: Mr. Bernard $965,930, Mr. 
N. Stewart Rogers $582,083, Mr. Steinseifer $604,200 and Mr. MeN eight $325,933. The foregoing does not 
include the value of any employee benefits which might be payable to the officer during the 30·month 
period. 

Although the Corporation ball eves that it is highly unlikely that the compensation or other benefits 
payable or vesting upon the Executive's termination will constitute "golden parachute payments" under 
the Internal Revenue Code, the Agreements do provide for indemnification agaill.$1 excise taxes payable 
by the Executive in the event of such a determination. The Corporation may cease payments in the event 
the Executive breaches certain nun-cotnpetition or confidentiality covenants. The Corporation a!Bn has 
the right to terminate the Agreements upon a one-year notice, except as to rights accruing lUI a result of 
an event which has triggered the change of control provisions of the Agreements. The aoard of Oirectors 
believes that the terms and coDditions of the Agreements are in the beat interest of the Corporation. 

PROPOSAL TO AMEND CERTmCATE OF INCORPORATION 

The Corporation's Board of Directors recommends !bet the shareholders consider and approve a 
proposal to amend the Corporation's Certificate of Incorporation I<> include a new Article XIII. The 
proposed Article XIII would limit the personal liability of the Corporation's directors to the Corporation 
or its shareholders for monetary damages for certain breaches of fiduciary duty. 
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Proposed Article Xlll is consistent with Section 102(h)(7) of the Delaware General Corporation Law 
("OGCL") enacted by the Delaware legislature in )una 1986, described below, which Is designed, among 
other things, to encourage qualified Individuals to serve as directors of Delaware corporations by 
permitting Delaware corporations to include in their certificates of incorporation a provision limiting 
directors' liability for monetary damages for breach of the duty of care. Section 102 (h )(7) of the DGCL Is 
an enabling provision only. An amendment to the certificate of incorporation approved by shareholders 
Is required to effect the permitted limitation on liability. 

The text of the proposed Article Xlll, which is described in greater detaU below, is as follows: 

ARTICLEXlll 
LIMITATION OF LIABIUTY 

To the fullest extent permitted by tlte ~laW!U'e General Corporation Law as the same exists or 
may hereafter be amended, a director of thia Corporation $hall not be liAble to the Corporation 
or its sbllreholders for monetary damages for breach of duty as a director. 

The Corporation's Board of Directors believes that it Is appropriate and advisable that the share hold· 
en adopt the proposed amendment to the Certificate of Incorporation and recommends that the share
holders vote to approve and adopt the proposed amendment. 

BackgMund and RIJasons for Proposed Amendment. In performing their duties, directors of a 
Delaware corporation are obligated as fiduciaries to exercise their business judgment and act in what 
they reuonably determine in good faith, after appropriate consideration, to be In the best interests of the 
corporation and Its shareholders, Decisions made on that basi$ are protected by the so-called "business 
judgment rule" which is designed to protect directors from personal liability to the corporation or its 
shareholders when their business decisions are subsequently challenged. Dlrectots have historically 
relied on indemnity from and in$urance procured by the corporations which they serve to provide for 
the expense of defending lawsuits and uncertainties in the application of the business judgment rule. 
The Delaware legislature has recognized that adequate insurance and indemnity provisions are often a 
condition of an Individual's willingness to serve as a director of a Delaware corporation. The DGCL has 
for some time specifically permitted corporations to provide indemnity and procure insurance for Its 
directors and officers, and existing Section 6.1 of the Bylaws of the Corporation presently provides for 
indemnification of officeu and directors to the fullest extent permitted under Delaware law. 

Recent changes In the market for directors and officers liability insurance have resulted in the 
unavailability for directors and officers of many corporations of any meaningful liability insurance 
coverage. Insurance carriers have in certain cases declined to renew existing directors and officers 
liability poliCies, or have increased premiums to such an extent that the cost of obtaining such insurance 
becomes prohibitive. Moreover, current policies often exclude coverage for areas where the service of 
qualified independent directors is moat needed. For example, many policies do not cover llablllties or 
expenses arising from directors and officers activities in response to attempts to take over a corporation. 
Such limitations on tlte st:ope of im<orance coverage, along wltb high deduotibles and low limits of 
liability, have undermined meaningful directors and officers liability insurance coverage. 

The unavailability of meaningful directors and officers liability insurance is attributable to a 
number of factors, many of which are affecting the liability insurance industry generally. including the 
granting of Ullprecedented damage awards and reduced Investment Income on insurance company 
invelltments. Although the Corporation has to date been able to obtain insurance coverage for directors 
and ofllcers on a basis which It believes acceptable, the Corporation hM experienced the Increase In 
premiums and limitations In the scope of coverage which is symptomatic of the problems generally in 
the liability imurance industry. Moreover, the Corporation's current policies expire yearly. Hence, the 
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Corporation is exposed to yearly renegotiation of premiums and coverage. as well as cancellation, in the 
future. The proposed amendment is desigoed to assure that.the Corporation's directors and officers do 
not lose the protection they have had in the past if insurance coverage decreases or becomes unavailable. 

The Corporation believes that the Inability of corporations to provide meaningful director and 
officer liability insurance has had a damaging effect on the ability of public corporations to recruit and 
retain corporate directors. Although the Corporation has not directly experienced this problem, the . 
Corporation's Board of Directors believes that the Corporation should lake every possible step to ensure 
that the Corporation will continue to be able to attract the best possible officers and directors. 

Recognizing the potential threat to Delaware corporations caused by the recent changes in the 
market for liability ilUiurance for directors and officers, in June of 1986 the Delaware legislature enacted 
amendments of the DGCL designed to permit Delaware corporations to limit director liability under 
certain circumstances and clarifying the scope of indemnification authorized by the statute. In the· 
official synopsis of the bill that wan enacted, the Delaware legislature stated that "the unavailability of 
traditional (ln•urance J pollcle• (and, in many cases, the unavailability of any type of policy hom 
traditional insurance carriers) has threateMd the quality and stability of the governance of Delaware 
corporations because directors have become unwilling, In many instances, to serve without the protec
tion such insurance provid" and, in other in•tances, may be deterred by the unavailability of iruurance 
in cartain circumstances from makins entrepreneurial decisions." Accordlngiy, the Delaware legislatur1.1 
revised the DGCL (I) so as to permit Delaware corporations to limit or eliminate personal liablillty of 
directors under certain circumstances by means of an amendment to the certificate of incorporation 
approvlld by shareholders, and (ii) to clarify the ability of corporations to provi~e substitute protection, 
In the form of indemnity. 

The proposed amendment to the Certificate of Incorporation Is consistent with the recent amend
ments to the DGCL. The primary purpose of the proposed amendment and the reason it is being 
recommended to shareholders is to ensure that the Corporation wUI continue to be able to attract 
individuals of the highest quality and ability to serve as directors. 

PropoSIId Amendment to the Certificate of Incorporation. The following description Is a summary 
of the proposed amendment. Under the Jaws of Delaware, each director owes certain fiduciary duties to 
the Corporation and to its shareholders. These duties include a duty of loyalty and a duty of care. 
Applicable decisional law requires not oniy that a director refrain from fraud, bad faith, self-dealing and 
transactions involving material conflicts of Interest (the duty of loyalty), but also that the director 
exercise his or her business judgment on an informed basis (the duty of care~ In appropriate cases, 
shareholders of a Delaware corporation may bring an action to recover monetary damages from directors 
for breach of such fiduciary duties, including the duty of care, and a shareholder may also seek to enjoin 
or rescind a transaction resulting from such a breach. 

Proposed Article Xlll provides that a director of the Corporation· shall not be personally liable to the 
Corporation or its shareholders· for monetary damages for breach of fiduciary duty as a director except 
under eert6in circumstances. Those circumstances, in which liability would continue tC> be imposed, 
Include liability (I) for any breach of the director's duty of loyalty to the Corporation or its shareholders; 
(ii) for acts or omissions not In good faith or which involve !ntentionod misconduct or a knowing violation 
of law; (Ill) for paying a dividend or approving a stock repurchase in violation of Section 174 of the DGCL 
or (lv) for any transaction from which the director derived an Improper personal benefit. If the DGCL is 
amended after approval by the shareholders of the proposed amendment to the Certificate of Incorpora
tion to authorize corporate action further eliminating or limiting the personal liability of directors, then 
the liability of a director of the Corporation would be eliminated or limited to the fullest extent 
permitted by the DGCL. as so amended. 
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Proposed Article Xm would protect the Corporation's directoro against personal liability from 
breaches of their duty of care. Under Delaware law, absent adoption of the proposed amendment, 
directors can be held liable for gross negligence, as that term may be defined by the Delaware courts, in 
connection with decisions made in the performance of their duty of care, but not for simple negllgence. 
In a context not involving a decision by the Board of Directors (i.e .. a suit alleging loss to the Corporation 
due to the directors' inattention to a particular matter), a simple negligence standard might apply. If 
adopted by the shareholdero, proposed Article xm would absolve directors of liability for negligence in 
the performance of their duties, including gross negligence. Directors would remain liable for breaches 
of theii duty of loyalty to the Corporation and its shareholders, u wall as acts or omissions not in good 
faith or which involve intentional misconduct or a knowing violation of law and transactions from which 
a director derives improper personal benefit. The proposed amendment would not absolve diiectors of 
liability under Section 174 of the DGCL, which makes directors personally liable for unlawful dividends 
or unlawful stock repurchases or redemptions and expressly sets forth a negligence standard with 
respect to such liability, and the propo.sed amendment would not eliminate or limit liability of dlrectors 
arising in connection with causes of action brought under federal •ecurit!es laws. The new statute and 
the proposed amendment will only limit a director's liability to the Corporation and Its shareholders, 
and will not affect the llablllty of a director to any other party. 

While the proposed Article XIII provides directors with protection from awards of monetary dam
ages f~;~r breaches of the duty of care, it does not eliminate the directors' duty of care. Accordingly, the 
proposed Article XID would have no effect on the availability of equitable remadles such as an injunction 
or re•clsslon bued upon a director's breach of the duty of care. Furthennore,liabilities which may arise 
out of acts or omill8ions occurring prior to the adoption of the amendment would not be covered by 
Article Xlll so that directors would remain potentially liable for monetary damages in connection with 
any such acts or omissions. In addition, Article Xlll would apply only to claims against a director arising 
out of his or her role as a director, and would not apply, if he or she is also an of!lcer, to his or her role as 
an officer or in any capacity other than that of a director. Under Article xm, directors would not be liable 
for monetary damages for a grossly negligent business decision made In connection with attempts to 
acquire the Corporation. 

Section 102 (h) (7) of the DGCL has only recently been adopted, and there have been no judicial 
interpretations ofits validity or applicability. Accordingly, the potential outcome of a.tiy litigation arising 
out of Interpretations of the statute cannot be fully ascertained at this time. 

The Corporation has not received notice of any proceeding to which Article XUI might apply. In 
addition, the proposed amendment is not being proposed In response to any specific resignation, threat of 
resignation or refusal to serve by any director or potential director. Accordingly, the Corporation is not 
aware of any present or pre-existing circumstances or events to which this proposal might apply. The 
Board of Directors and management recognize that adoption of tbe new amendment may have the effect 
of reducing the likelihood of derivative litigation against directors, and may also discourage or deter 
ohareholders from bringing a lawsuit against directors for breach of thoir duty of care, owen though such 
an action. If successful. would benefit the CorpO<alion and its shareholders. In addition, under certain 
circumstances the Corporation and its shareholders may. as a rMult of the proposed amendment, lose 
the opportunity to obtain monetary damages from director&. 

The Board of Directors acknowledges that current and future directors would personally benefit 
from the approval of the foregoing amendment and in this connection the Board of Directors may be 
considered to have a confllct of interest. For the reasons stated In the section captioned "Background and 
Reasons for Proposed Amendment," however, approval of such amendment is recommended by the 
Board ~;~f Directors. Proxies solicited by the Board of Directors will be so voted unless shareholders 
specify in their proxies a contrary choice. 
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Approval of the proposed amendment requires the affirmative vote of the holders of a majority of the 
outstanding shares of Common Stock. 

The Board of Directors unanimously re<:oiWDen.U approval of the Proposal. 

SELECTION OF INDEPENDENT PUBLIC ACCOUNTANTS 

The Board of Directors has selected the firm of Arthur Andersen&: Co., independent public account· 
ants, to audit the accounts ofthe Corporation and Its subsidiaries for fiscal year ending Fehruery 29, 1966. 
·Arthur Andersen II< Co. have audited the accounts of the Corporation since its incorporation. The 
shareholders are asked to signify their ratification or disapproval of this selection. 

A representative of Arthur Andersen II< Co. will be present at the shareholders' meetill& with the 
opportunity to make a statement If he dealres to do so and will be available to respond to appropriate 
questions. 

The Board of Directors recommends a vote FOR this selection. 

PROPOSALS OF SECURITY HOLDERS 

Proposals of security holders Intended to be presented at the annual meetil1& of August 26, 1988, 
must be received by UnivarCorporation no later than March 18,1988 to he included in the Corporation's 
1988 proxy statement and form of proxy relating to that meetill&• 

OTHER. BUSINESS 

The Board of Directors hu no knowledge of any other business to be acted upon at this meeting. If. 
however, any other business is presented to the meeting, proxies will he voted in accordance with the 
judgment of the person or persons votll1& such proxies unless the proxies are so marked to preclude su~h 
discretionary authority. 

The Annual Report of the Corporation for the fiscal year ended February 28, 1987 has been mailed to 
the shareholders. 

July 6, 1967 
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By Order of the Board of Directors 
Barry C. Maulding 
Corporate Secretary 
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EliBT I. 

ITEM l. BUSINESS 

Univa~ Corporation was incorporated in Septembe~, 1966 to become the 
succea~or corporation in the merger of Van Waters & Roqers Inc. and United Pacific Corporation, both long eetabli$hed companies then doing bu~ineea in the western United State$ and western Canada. Por the fiscal year ended February 28, 1987, Univar Corporation (Univar or the company) and its wholly-owned subsidiaries were involved in the distribution of industrial and agricultural chemicals and related products. Van Water• & Roger• Inc. conducts its operation$ throughout the United States. Van Waters ' Rogers Ltd. conducts its operations throughout Canada. 

The bu•inessea of Univar forme~ly included the industrial 
distribution of laboratory equipment and ftUpplie•, textiles and supplies, and electronic components. The division$ operating this business - VWR Scientific, VW&~ Home Furnishings and Ac•cia - were separately incorporated and the shares of stock of their p~rent corporation, VWR Corporation, were distributed to shareholders of univar who were shareholders of record February 28, 1986. 
Information concerning this distribution is available in the 
Information Statement Concerning the Distribution of 5,601,730 shares of VWR Corporation Common Stock by Univar Corporation, dated January 31, 1986. 

Effective November 1, 1986 Univar acquired, through a transaction accounted for aa a purchase, the assets of McKesson Chemical Co. 
(MCC), one of the leading national distributors of industrial chemicals. Concurrent with the acquisition, the aaaets of the former Van Waters & Roqers division in the u.s. were combined with the MCC operations and those activities are now carried on through a 

wholly-owned !Ubsidiary, Van Waters & Rog$rs Inc. 

MCC had approximately 1,400 ~loyees and generated sales of 
app~oximately $604,000,000 in ita most recent fiscal year, so its acquisition represents an approximate doubling of Univar•s bueineas. 

The traneaction was an extremely important one in the development of Univar -- one which aoubl•d the Comp$ny in size and has made it 
th~ largest industrial chemical distributor in North America. 

Financial Information About Industry Segments 

Industry Segment info~ation for Univar for each of the last three tiscal years ia reported in the Univar Corporation 1987 Annual Report on page 29, under the caption of Note 14. Industry Segment Information ia incorporated herein by refe~enca. 
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Numerous sou~oea of supply generally exist for all raw materials essential to the business. 

Patents, Trademarks and Trade Namea 

Univar and its subsidiaries own oertain trademarks and 
tradenames. Univar does not regard the patents or trademarks as being of particular ~ortanoe in its ourrent operations. 

No material portion of the continuing operations of the 
registrant or its subsidiaries is regarded aa highly seasonal. 

Prinoipal Customers 

No segment of the continuing operations of the Company is dependent upon a single customer or a few customers, the loss of any one or more of whom would have a material adverse effect on the segment. 

Competitive Conditions 

In the distribution of ohemioala and related products, Van Waters & Rogers Inc. and Van Waters & Rogers Ltd. compete with local, regional and national distributors, ae well as manufacturers who 
sell direct. Although the acquisition of MCC established Univar as 
the largest industrial ch~ical distributor in North America, the Company faces significant competition from distributors who have 
a larger market share within local and regional markets as well as 
numerous other national distributors. 

Research and Development 

Univar and ita subsidiaries do not engage in research activities relating to the development of new products and the improvements of 
exi$tinq products. 

Environmental Regulation 

It is not antioipated that compliance with federal, •tate and local provisions relating to the protection of the environment will have a material adverse effect on capital expenditures, earnings or competitive position of the registrant or its subsidiaries. 
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Employee~ 

~wo thouftand four hundred fifty-three per3on~ were employed by 
Univar and ita subsidiaries as of February 28, l987. 

Backlog 

No record of the backlog of orders is maintained. 
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